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Title  32— NATIONAL  DEFENSE 

Chapter  I — Office  of  the  Secretary  of 
Defense 

SUBCHATTER  A— ARMED  SERVICES 
PROCUREMENT  REGUIATIONS 

MISCELLANEOUS  AMENDMENTS  TO 
SUBCHAPTER 

The  following  amendments  to  this 
subchapter  are  issued  by  direction  of  the 
Assistant  Secretary  of  Defense  (Installa¬ 
tions  and  Logistics)  pursuant  to  the 
authority  contained  in  Department  of 
Defense  Directive  No.  4105.30,  dated 
March  11.  1959  (24  FJl.  '  2260)  as 

amended,  and  10  UjSX?.  2202. 

part  1— GENERAL  PROVISIONS 

1.  Sections  1.107,  1.108(c).  1.109-1, 
and  1.109-2  are  revised  and  a  new 
S  1.109-5  is  added,  as  follows: 

§1.107  Dissemination  and  effective  date 
of  the  regulation  and  revisions. 

The  Armed  Services  Procurement  Reg¬ 
ulation.  and  revisions  thereof,  will  be 
dti^buted  by  the  Departments  to  all 
interested  activities  and  individuals 
within  the  Department  of  Defense.  The 
Departments  shall  obtain  from  the  Gov¬ 
ernment  Printing  Office  ttie  number  of 
/Copies  of  the  regulation,  and  revisions 
thereof,  required  to  make  this  distribu¬ 
tion.  Private  firms,  individuals,  and 
others  outside  the  Department  of 
Defense  may  obtain  copies  by  purchase 
from  the  Superintendent  of  Documents. 
US.  Government  Printing  Office.  Wash¬ 
ington,  D.C..  20402.  Revisions  of  the 
regulation  shall  be  effective  at  all  appli¬ 
cable  echelons  90  days  after  date  of 
Issuance,  unless  otherwise  prescribed  in 
any  such  revisions. 

§  1.108  Departmeatid  procurement  in¬ 
struction*  and  ASPR  implementa¬ 
tions. 

*  *  *  •  • 

(c)  Each  Department  shsdl  furnish  to 
the  other  Departments  one  copy  of  eatdi 
Departmental  procurement  Instruction 
Issued  in  accordance  with  paragraphs 

(a)  and  (b)  of  this  section. 

***** 

§  1.109-1  Applicability. 

For  the  purpose  of  this  section,  a 
deviation  shall  be  considered  to  be  any 
of  the  following: 

(a)  When  a  contract  clause  is  set 
forth  verbatim  in  this  subchapter,  use  of 
a  contract  clause  covering  thp  samp 
subject  matter  which  varies  from  the 
coverage  of  this  subchapter,  or  use  of 
a  collateral  provision  whic^  modifies 
eitter  the  clause  or  its  prescribed  appli¬ 
cation  constitutes  a  deviation:  however, 
the  case  of  a  purchase  or  contract  of 
w  offshore  contracting  activity  with  a 
n  contractor  made  outside  the 
united  States,  its  possessions,  or  Puerto 


Rico,  such  contract  clauses  may  (subject 
to  the  direction  ci  authmity  above  the 
level  of  the  contracting  officer)  be 
modified  if  no  change  in  intent,  principle, 
or  substance  is  made  (Offshore  contract¬ 
ing  activities  shall  keep  the  cognizant 
unified  Ck>mmander  advised  of  signifi¬ 
cant  deviations  effected  under  this 
paragraidi.) 

(b)  Commission  of  any  mandatory 
c<Hitract  clause  constitutes  a  deviation; 

(c)  When  a  Standard,  DD,  or  other 
form  is  prescribed  by  this  subchapter  or 
a  Department  of  Defense  Directive,  use 
of  any  other  form  for  the  same  purpose 
constitutes  a  deviation; 

(d)  Alteration  of  a  Standard,  DD.  or 
other  form  (other  than  Departmental 
forms),  except  as  authorized  by  this 
subchapter  or  a  Department  of  Defense 
Directive  constitutes  a  deviation; 

(e)  When  limitatimis  are  imposed  in 
this  subchapter  or  a  Departmoit  of 
Defense  Directive  upon  the  use  of  a  con¬ 
tract  clause,  form,  procedure,  type  of 
contract,  or  any  other  procurement 
action,  including  but  not  limited  to  the 
making  or  amendment  of  a  contract,  or 
actions  taken  in  connection  with  the 
solicitation  of  bids  or  proposals,  award, 
administration  or  settlement  of  con¬ 
tracts,  the  imposition  of  lesser  or  greater 
limitations  constitutes  a  deviation;  or 

(f )  When  a  policy,  inrocedure,  method 
or  practice  of  conducting  procurement 
actions  of  any  kind  at  any  stage  of  the 
procurement  process  is  covered  by  this 
subchapter,  any  policy,  procedure, 
method,  or  practice  which  is  inconsistent 
with  that  set  forth  constitutes  a  devia¬ 
tion. 

§  1.109—2  DeriatioiM  affecting  one  con¬ 
tract  or  transaction. 

Deviations  from  this  subchapter  or  a 
Department  of  Defense  Directive  which 
affect  only  one  contract  or  procurement 
may  be  made  or  authorized  in  accord¬ 
ance  with  Departmental  procedures  pro¬ 
viding  (a)  special  circumstances  Justify 
a  deviation  and  (b)  written  notice  of 
such  deviation  is  furnished  to  the  Assis¬ 
tant  Secretary  of  Defense  (Installations 
and  Logistics)  and  in  the  case  of  the  De¬ 
partment  of  the  Army,  to  the  Assistant 
Secretary  of  the  Army  (I&L).  Attn: 
ASPR  Policy  Member;  the  Department 
of  the  Navy,  the  CHiief  of  Naval  Material, 
Attn:  Code  MAT  21C:  Department  of 
the  Air  Force.  Director  of  Procurement 
Mansigement.  DCS/S&L,  Attn:  AFSPM- 
AS;  and  the  Defense  Supply  Agency,  Ex¬ 
ecutive  Director,  Procurement  and  Pro¬ 
duction.  Attn :  DSAH-PM.  Such  written 
notice  shall  be  given  in  advance  of  the 
effective  date  of  such  deviations  unless 
exigency  of  the  situation  requires  im¬ 
mediate  action. 

§  1.109—5  Request  for  approval  of  pro¬ 
posed  deviation. 

Request  for  approval  of  any  deviation 
shall  be  forwarded  to  the  approving  au¬ 
thority  through  procurement  channels. 


Each  submission  shall  contain  as  a  mini¬ 
mum: 

(a)  Identification  of  the  requirement 
of  this  subchapter  from  which  deviation 
is  sought: 

(b)  A  full  description  of  the  deviation 
and  the  circumstances  in  which  it  will 
be  used; 

(c)  A  description  of  the  intended  ef¬ 
fect  of  the  deviation; 

(d)  A  copy  of  any  pertinent  document, 
including  forms  or  clauses  and  Uie  pro¬ 
posed  contractor’s  request,  if  any; 

(e)  A  statement  of  the  period  of  time 
for  which  the  deviation  is  needed;  and 

(f)  Detailed  reasons  supporting  the 
request. 

2.  Section  1.113-1  and  1.201-14  are  re¬ 
vised,  and  new  §§  1.201-23  and  1.201-24 
are  added,  as  follows: 

§1.113—1  Government  personnel. 

All  governmental  personnel  engaged  in 
procurement  and  related  activities  shall 
conduct  business  dealing  with  industry 
in  a  manner  above  reproach  in  every 
reflect.  Transactions  relating  to  ex¬ 
penditure  of  public  funds  require  the 
highest  degree  of  public  trust  to  protect 
the  interests  of  the  Government.  While 
many  Federal  laws  and  regulations  place 
restrictions  on  the  actions  of  govern¬ 
mental  personnel,  the  latter’s  official 
conduct  must,  in  addition,  be  such  that 
the  individual  would  have  no  reticence 
about  making  a  full  public  disclosure 
thereof.  See  AR  600-50  and  C7PR  C2, 
for  the  Army;  SECNAV  Instr.  5370.2B, 
revised  26  June  1963,  for  the  Navy;  AFR 
30-30,  for  the  Air  Force;  and  DSAR 
5500.1,  for  the  Defense  Supply  Agency. 

§  1.201—14  Procuring  activity. 

“Procuring  activity’’  includes,  for  the 
Army:  U.S.  Army  Materiel  Command 
and  its  subordinate  Commands;  UJS. 
Continental  Army  Command  and  the 
Zone  of  Interior  Armies;  n.S.  Army, 
Alaska;  UJS.  Forces,  Southern  Com¬ 
mand:  U.S.  Army  Communications  Zone, 
Europe;  UJS.  Army,  Hawaii;  UJS.  Army, 
Japan;  Military  District  of  Washington, 
UJS.  Army;  National  Guard  Bureau; 
Office  of  the  Chief  of  Engineers;  Strate¬ 
gic  Communications  Command;  Office  of 
the  Chief  of  Support  Services;  Office  of 
the  Surgeon  General;  Defense  Atomic 
Support  Agency;  and  U.S.  Army  Secu¬ 
rity  Agency;  for  the  Navy:  each  Bureau, 
the  Office  of  Naval  Research,  the  Navy 
Aviation  Supply  Office,  the  Military  Sea 
Trsmsportation  Service,  and  the  United 
States  Marine  Corps;  for  the  Air  Force: 
the  Air  Force  Logistics  Command  and 
the  Air  Force  Ssrstems  Command;  for 
the  Defense  Supply  Agency:  the  Defense 
Supply  Centers  and  the  Defense  Traffic 
Management  Service;  for  the  Defense 
Communications  Agency;  The  Head¬ 
quarters.  Defense  Communications 
Agency,  and  the  Defense  Commercial 
Conum^caUons  Office.  It  also  includes 
any  other  procuring  activity  hereafter 
established.  The  number  and  designa- 
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tion  of  particular  procuring  activities  of 
any  '  Military  Department  may  be 
changed  by  directive  of  the  Secretary. 

§  1.201-23  Designee. 

“Designee,”  as  us^,  for  example,  in 
the  phrase,  “Head  of  S  Procuring  Activ¬ 
ity  or  his  designee”,  may  include  one  or 
more  officials. 

§  1.201—24  Contract  Administration  Of¬ 
fice. 

“Contrsu^  Administration  Office” 
means  an  organizational  element  within 
the  Department  of  Defense  which  per¬ 
forms  fimctions  relating  to  the  adminis¬ 
tration  of  contracts  and  assigned  pre¬ 
award  functions.  The  contract  admin¬ 
istration  office  and  the  purchasing  office 
may  be  the  same. 

3.  Paragraph  (f  >  of  5  1.302-3  is  revised, 
and  new  §S  1324,  1.324-1,  1.324-2, 

1.324-3,  1.324-4,  1.324-5,  and  1.324-6 
are  added,  as  follows : 

§  1.302—3  Production  and  research  and 
development  pools. 
***** 

(f)  Small  business  status.  Approval 
of  an  organization  as  a  defense  produc¬ 
tion  or  research  and  development  pool 
imder  the  Defense  Production  Act  of 
1950,  as  amended,  does  not  confer  upon 
such  pool  the  preferences  and  privileges 
accorded  to  “small  business  concerns”. 
Such  preferences  and  privileges  shall  be 
accorded  only  to  those  pools  which  have 
been  approved  under  the  Small  Business 
Act.  Public  Law  85-536,  as  amended. 

§  1.324  Warranties. 

§  1.324—1  General. 

A  warranty  clause  gives  the  CK)vem- 
ment  a  contractual  right  to  assert  claims 
regarding  the  deficiency  of  supplies  or 
services  furnished,  notwithstanding  any 
other  contractual  provisions  pertaining 
to  acceptance  by  the  Government. 
Such  a  clause  allows  the  Government 
additional  time  after  acceptance  in 
which  to  assert  a  right  to  correction  of 
the  defects,  reperformance,  an  equitable 
adjustment  in  the  contract  price,  or 
other  remedies.  This  additional  period 
of  time  may  begin  at  the  time  of  delivery 
or  at  the  occurence  of  a  specified  event, 
and  may  run  for  a  given  number  of  days 
or  months  or  until  occurrence  of  another 
specified  event.  The  value  of  a  war¬ 
ranty  clause  depends  upon  the  circum¬ 
stances  and  its  use  is  infiuenced  by  many 
factors  (see  §  1.324-3  (b) ). 

§  1.324-2  Policy. 

(a)  A  warranty  clause  should  be  used 
only  where  it  can  be  enforced  and  the 
potential  increase  in  contract  price  is 
outweighed  by  the  protection  afforded 
the  Government. 

(b)  A  warranty  clause  shall  not  be 
included  in  cost-reimbursement  type 
contracts,  since  the  warranty  a^>ects  of 
the  clause  “Inspection  of  Supplies  and 
Correction  of  Defects”  in  S  7.203-5  of 
this  chapter,  are  sufficient  to  protect  the 
interests  of  the  Government. 

(c)  In  negotiated  procurements,  the 
following  clause  shall  be  included  in  the 
solicitation  when  the  procurement  in- 
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volves  a  commercial  suK>ly  or  service 
sold  with  a  commercial  warranty  as  a 
customary  trade  practice,  and  the  con¬ 
tracting  officer,  after  reidewlng  the  fac¬ 
tors  listed  In  S1.324-3(b),  determines 
that  the  benefits  of  a  commercial  war¬ 
ranty  should  be  obtained: 

CoMMxaiCAL  Wabxantt  (Ssft.  1964.) 

Hie  Ckintractor  agrees  that  the  supplies 
ox  services  furnished  under  this  contract 
shall  be  covered  by  the  most  favcnrable  o(Mn- 
merclal  warranties  the  Contractor  gives  to 
any  customer  tor  such  supplies  or  services. 

(d)  Any  warranty  clause  included  in 
a  contract  shall  not  limit  or  be  limited 
by  any  rights  afforded  to  the  Govern¬ 
ment  by  any  other  clause  of  the  con¬ 
tract,  especially  the  provisions  of  the 
“Inspection”  clause  relating  to  latent 
defects,  fraud,  and  gross  mistakes  that 
amount  to  fraud.  Care  should  be  taken 
to  insure  that  the  clause  used,  and  any 
other  warranty  provisions  in  the  con¬ 
tract  (e.g.,  in  the  specifications)  are 
consistent,  especially  where  perform¬ 
ance  specifications  are  used.  ~ 

§  1.324—3  Determination  to  use  a  war* 
ranty. 

(a)  Except  for  the  “Commercial  War¬ 
ranty”  clause  covered  In  S  1.324-2 (c) ,  a 
warranty  clause  shall  be  included  In  in¬ 
dividual  procurements  or  in  classes  of 
procurements  only  after  a  written  de¬ 
termination  by  the  head  of  the  procuring 
activity  or  his  designee  that  it  is  in  the 
best  interest  of  the  Government. 

(b)  In  making  the  determination  re¬ 
quired  in  paragraph  (a)  of  this  section, 
at  least  the  following  factors  shall  be 
considered: 

(1)  Nature  of  the  item  and  its  end 
use; 

(2)  Cost  of  the  warranty  and  degree 
of  price  competition  as  it  may  affect  this 
cost; 

(3)  Cost  of  correction  or  replacement, 
either  by  the  contractor  or  another 
soiu-ce,  in  the  absence  of  a  warranty; 

(4)  Administrative  cost  and  difficulty 
of  enforcing  the  warranty; 

(5)  Ability  to  take  advantage  of  the 
warranty,  as  conditioned  by  storage 
time,  distance  of  the  using  agency  from 
the  source,  or  other  factors; 

(6)  Operation  of  the  warranty  as  a 
deterrent  against  substitution  of  de¬ 
fective  or  nonconforming  supplies; 

(7)  Whether  the  Government  inspec¬ 
tion  system  provides  adequate  protec¬ 
tion  without  a  warranty; 

(8)  Whether  contractor’s  present 
quality  program  is  reliable  enough  to 
provide  adequate  protection  without  a 
warranty,  or,  if  not,  whether  a  warranty 
would  cause  the  contractor  to  institute 
an  effective  and  reliable  quality  pro¬ 
gram; 

(9)  Reliance  on  “Brand-name”  in¬ 
tegrity; 

(10)  Whether  a  warranty  is  regularly 
given  for  a  commercial  component  of  a 
more  complex  end  item; 

(11)  CTriticality  of  item  for  protection 
of  personnel,  e.g.,  for  safety  in  fiight; 

(12)  The  stage  of  development  of  the 
item  and  the  state  of  the  art;  and 

( 13 )  Customary  trade  practices. 


§  1.324—4  Scope  of  warranty  clause. 

(a)  The  terms  and  conditions  of  a 
warranty  clause  vary  with  the  circum¬ 
stances  of  the  procurement.  The  clause 
must  state  the  duration  of  the  warranty. 
The  clause  may  either  provide  that  the 
contractor  will  be  liable  for  defects  or 
nonconformance  to  contract  require¬ 
ments  existing  at  the  time  of  delivery, 
or  provide  that  he  will  be  liable  for  such 
defects  or  nonconformance  which  de¬ 
velop  prior  to  the  expiration  of  a  specified 
period  of  time  or  before  the  occurrence 
of  a  specified  event. 

(b)  A  warranty  clause  shall  also  in¬ 
clude  a  specified  period  during  which 
notice  must  be  given  to  the  contractor 
of  any  defects  or  nonconformance  to 
contract  requirements.  The  interest  of 
the  Government  normally  will  be  pro¬ 
tected  if  the  notice  period  starts  at  the 
time  of  delivery,  or  where  services  are  in¬ 
volved,  upon  acceptance  thereof  by  the 
Government.  In  some  cases,  however, 
it  may  be  necessary  to  start  the  notice 
period  at  a  later  time.  For  example, 
where  conformance  of  supplies  cannot  be 
determined  satisfactorily  until  they  are 
used,  the  period  should  begin  when  the 
items  are  put  to  use,  or  where  supplies 
are  procured  in  lots  under  sampling  pro¬ 
cedures  and  delivered  in  increments  for 
storage,  the  period  may  begin  when  the 
supplies  are  put  to  use  or  at  the  time  of 
the  last  delivery. 

(c)  Where  the  Government  specifies 
the  design  of  the  item  and  its  pre¬ 
cise  measurements,  tolerances,  materials, 
tests,  or  inspection  requirements,  the 
contractor’s  liability  for  defects  or  non¬ 
conformance  should  usuaUy  be  limited 
to  those  in  existence  at  the  time  of  de¬ 
livery. 

(d)  Where  a  contract  contains  per¬ 
formance  specifications  and  design  is 
of  minor  iWortance,  the  contractor’s 
liability  may  extend  to  defects  or  non¬ 
conformance  to  specifications  which  may 
arise  after  delivery  of  the  supplies  or 
acceptance  of  the  services.  Where  ap¬ 
propriate,  however,  the  warranty  should 
be  limited  to  defects  or  nonconformance 
existing  at  the  time  of  delivery  of  the 
supplies  or  acceptance  of  the  services. 

(e)  Ordinarily,  the  remedy  provided 
imder  a  warranty  clause  to  return  non- 
conforming  supplies  to  the  contractor  for 
correction  or  replacement  should  satisfy 
the  Government’s  needs.  However, 
where  the  supplies  are  of  such  nature 
(e.g.,  subsistence  or  drugs)  that  cor¬ 
rection  or  replacement  does  not  afford 
adequate  remedy  to  the  Government,  the 
clause  should  provide  (1)  that  the  con¬ 
tracting  officer  may  either  return  the 
supplies  to  the  contractor;  dispose  of 
them  in  a  reasonable  manner,  or  re¬ 
place  with  s^hnilar  supplies,  and  (2)  that 
the  contractor  shall  be  liable  for  any  cost 
occasioned  to  the  Government  thereby. 

(f)  When  it  can  be  foreseen  that  it 
will  not  be  practical  to  return  an  article 
for  correction  or  replacement  because 
of  the  nature  of  its  use  or  the  cost  of 
preparation  for  its  return  (6.g.,  where  op¬ 
erating  equipment  installed  in  a  ves^l, 
aircraft  or  tank  needs  only  a  correction 
of  adjustment,  but  to  return  it  would  re- 
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quire  substantial  expense  of  remoyal  from 
where  it  is  installed) .  the  clause  should 
provide  that  the  Oovemment  may  cor¬ 
rect  or  require  the  contractor  to  correct 
the  article  in  place  at  its  location,  at  the 
contractor’s  expense. 

(g)  Where  it  is  determined  that  a  war¬ 
ranty  for  the  entire  item  is  not  advisable, 
a  warranty  may  be  required  for  a  par¬ 
ticular  aspect  of  the  item  which  may  need 
q)ecial  protection,  e.g.,  installation,  com¬ 
ponents,  accessories,  parts,  sub-assem¬ 
blies  and  preservation,  packaging  and 
packing,  etc. 

§  1.324—5  Pricing  aspects  of  fixed-price 

incentive  contract  warranty  provi¬ 
sions. 

In  fixed-price  incentive  contracts,  con¬ 
sideration  should  be  given  to  the  pricing 
aspects  of  the  contract  as  they  relate  to 
a  warranty.  When  it  is  determined  to 
include  a  warranty  clause,  the  estimated 
costs  for  the  warranty  shall  normally 
be  considered  In  establishing  the  incen¬ 
tive  target  price.  Prior  to  the  establish¬ 
ment  of  the  total  final  price,  all  costs 
incurred  or  to  be  incurred  by  the  con¬ 
tractor  in  complying  with  the  warranty 
clause  shall  be  considered  when  negotiat¬ 
ing  the  final  total  negotiated  cost.  After 
the  establishment  of  the  total  final  price, 
contractor  compliance  wiUi  the  warranty 
clause  shall  be  at  his  expense  and  at  no 
increase  in  the  total  final  price.  Equita¬ 
ble  adjustments  in  the  contract  price 
under  the  warranty  clause  shall  be  gov¬ 
erned  by  the  paragraph  entitled  “Equi¬ 
table  Adjustments  Under  Other  Clauses” 
in  the  incentive  price  revision  clause. 

§  1.324—6  Warranty  clauses. 

(a)  The  foUowing  clause  is  an  ex¬ 
ample  of  a  warranty  clause  which  is  au¬ 
thorized  for  insertion  in  fixed-price 
supply  contracts. 

SumT  Wabbamtt 

(a)  Notwithstanding  Inspection  and  ac¬ 

ceptance  by  the  Government  of  supplies 
furnished  imder  the  contract  or  any  provi¬ 
sion  of  this  contract  concerning  the  conclu- 
Blveness  thereof,  the  Contractor  warrants 
that _ •: 

(I)  all  supplies  furnished  under  this  con¬ 
tract  wlU  be  free  from  defects  In  material  or 
workmanship  and  will  conform  with  the 
specifications  and  aU  other  requirements  of 
this  contract;  and 

(II)  the  presesrvatlon,  packaging,  petcking, 
and  marking,  and  the  preparation  for  and 
method  of  shipment  of  such  supplies  wlU 
conform  with  the  requirements  of  this  con¬ 
tract. 

(b)  The  Contracting  Officer  shall  give  writ¬ 

ten  notice  to  the  Contractor  of  smy  breach  of 
the  warranties  In  paragraph  (a)  of  this 
clause _ 


*State  In  the  blank  the  specific  warranty 
period,  e.g.,  “at  the  time  of  delivery”;  “for 
(insert  period  of  time)  after  delivery”  or  the 
specified  event  whose  occurrence  wUl  termi¬ 
nate  the  warranty  period,  e.g.,  the  number  of 
miles  or  hours  of  use,  or  combination  of  any 
&PpUcable  events  or  periods  of  time,  as  ap¬ 
propriate  (see  S  1.324^(a) ). 

•♦Insert  In  the  blank  the  specific  period  of 
time  In  which  notice  shall  be  given  to  the 
Mntractor,  eg,,  “within  (Insert  period  of 
time)  after  delivery  of  the  nonconforming 
applies”;  “within  (Insert  period  of  time)  of 
w  last  delivery  under  this  contract”,  as  ap¬ 
propriate  (see  i  1.824-4(b) ) . 


(e)  Within  a  reswonable  tinae  sdter  such 
nottoe,  the  Contracting  Officer  may  either: 

(I)  by  written  notice  require  the  prompt 
correction  or  replacement  of  any  supifilee  or 
part  thoeof  (Including  preservation,  padkag- 
Ing,  packing,  and  marking)  that  do  not 
conform  with  the  requirements  of  this  con¬ 
tract  within  the  meaning  of  paragraph  (a) 
of  this  clause;  or 

(II)  retain  such  supplies,  whereupon  the 
contract  price  thereof  shall  be  reduced  by  an 
amount  equitable  under  the  circumstances 
and  the  Contractor  shall  promptly  make  ap¬ 
propriate  repayment. 

If  the  contract  provides  for  inspection  of  sup¬ 
plies  by  sampling  procedmes,  the  Contract¬ 
ing  Officer  may.  at  his  option,  determine  the 
quantity  of  supplies  or  parts  thereof  which 
are  subject  to  this  paragraph  in  accordance 
with  such  sampling  procedures. 

(d)  When  return,  correction  or  replace¬ 
ment  is  required,  the  Contracting  Officer  shall 
retiim  the  supplies  and  transportation 
charges  and  responsibility  for  such  supplies 
while  In  transit  shall  be  borne  by  the  Con¬ 
tractor.  However,  the  Contractor’s  liability 
for  such  transportation  charges  shall  not 
exceed  an  amount  equal  to  the  cost  of  trans¬ 
portation  by  the  usual  commercial  method 
of  shipment  between  the  designated  destina¬ 
tion  i^nt  under  this  contract  and  the  Con¬ 
tractor’s  plant,  and  return. 

(e)  If  the  Contractor  fails  or  refuses  to 
correct  or  replace  the  nonconforming  supplies 
within  a  period  ot  ten  (10)  days  (or  such 
longer  period  as  the  Contracting  Officer  may 
authorize  in  writing)  after  receipt  of  notice 
from  the  Contracting  Officer  specifying  such 
failure  or  refusal,  the  Contractl^  Officer 
may.  by  contract  otherwise,  correct  or  re¬ 
place  them  with  similar  supplies  and  charge 
to  the  Contractor  the  cost  occasioned  to  the 
Government  thereby.  In  addition,  if  the 
Contractor  falls  to  furnish  timely  disposition 
Instructions,  the  Contracting  Officer  may 
dispose  of  the  nonconforming  supplies  for 
the  Contractor’s  account  in  a  reasonable 
manner,  in  which  case  the  Oovemment  Is 
entitled  to  reimbursement  from  the  Contrac¬ 
tor  or  from  the  proceeds  for  the  reasonable 
expenses  of  the  care  and  disposition  of  the 
nonconforming  supplies,  as  well  as  for  ex¬ 
cess  costs  incurred  or  to  be  Incurred. 

(f)  Any  supplies  or  parts  thereof  corrected 
or  furnished  In  replacement  pursuant  to  this 
clause  shall  also  be  subject  to  all  the  pro¬ 
visions  of  this  clause  to  the  same  extent  as 
supplies  Initially  delivered. 

(g)  Failure  to  agree  upon  any  determina¬ 
tion  to  be  made  under  this  clause  shall  be 
a  dispute  concerning  a  question  of  fact  with¬ 
in  the  meaning  of  the  “Disputes”  clause 
of  this  contract. 

(h)  ’The  word  “supplies”  as  used  herein 
includes  related  services. 

(i)  ’The  lights  and  remedies  of  the  Gov¬ 
ernment  iirovlded  in  this  clause  do  not  limit 
any  rights  afforded  to  the  Government  by 
any  other  clause  of  the  contract. 

(b)  When  the  contractor’s  design  is 
to  be  used  rather  than  a  Govermnentlde- 
sign,  insert  the  word  “design,”  before 
“material”  in  paragraph  (a)(i)  of  the 
clause  in  paragraph  (a)  of  this  section. 

(c)  The  following  paragraph  (c)  may 
be  substituted  for  the  paragraph  (c)  of 
the  clause  in  paragraph  (a)  of  this  sec¬ 
tion  when  the  contract  provides  for  in- 
specticm  of  supplies  by  sampling 
procedures: 

(c)  Conformance  of  supplies  or  parts 
ther^  subject  to  warranty  action  shaU  be 
determined  In  accordance  with  the  applicable 
sampling  procedures  contained  in  the  con¬ 
tract  except  as  provided  herein:  For  sam¬ 
pling  purposes,  the  Contracting  Officer  inay 
group  any  supplies  delivered  imder  this  con¬ 


tract.  ’The  size  of  the  sample  shaU  be  that 
reqtilred  by  sampling  procedmre  specified  In 
the  contract  for  the  quantity  of  suppUes  on 
which  warranty  action  Is  proposed.  War¬ 
ranty  sampling  results  may  be  projected  over 
supplies  in  the  same  shipment  or  other  sup¬ 
plies  contained  In  other  shipments  even 
though  aU  of  such  supplies  are  not  present 
at  the  point  of  relnspectlon,  provided,  the 
supplies  remaining  are  reaa<mably  represent¬ 
ative  of  the  quantity  on  which  warranty 
action  is  proposed.  The  original  inspection 
lots  need  not  be  reconstituted  nor  shall  the 
Contracting  Officer  be  reqtilred  to  use  the 
same  lot  size  as  on  (srlginal  Inspection. 
Within  a  reasonable  time  after  notice  of  any 
breach  of  warranties  In  paragraph  (a)  of  this 
clause  as  determined  herein,  the  Contracting 
Officer  may  exercise  one  or  more  of  the  fol¬ 
lowing  options ; 

(I)  require  an  equitable  adjustment  In  the 
contract  in*lce  fat  any  group  of  supplies; 

(II)  screen  the  supplies  grouped  under  this 
clause  at  Contractor’s  expense  4md  return  all 
nonconforming  supplies  to  the  Contractor 
for  correction  or  replacement; 

(III)  require  the  Contractor  to  screen  the 
supplies  at  depots  designated  by  the  Govern¬ 
ment  within  the  continental  United  States 
and  to  correct  or  replace  all  nonconforming 
supplies; 

(Iv)  return  the  supplies  grouped  under 
this  clause  to  the  Contractor  for  screening 
and  correction  or  replacement. 

(d)  The  following  paragraph  (d)  may 
be  substituted  for  paragraph  (d)  of  the 
clause  in  paragraph  (a)  of  this  section 
when  it  is  desirable  to  provide  that  neces¬ 
sary  transportation  incident  to  correc¬ 
tion  or  replacement  will  be  at  the  Gov¬ 
ernment’s  expense.  This  may  be  appro¬ 
priate.  for  instance,  when  the  cost  of  a 
warranty  would  otherwise  be  prohibited. 

(d)  When  correction  or  replacement  Is  re¬ 
quired,  and  transportation  of  supplies  In 
connection  with  such  correction  or  replace¬ 
ment  Is  necessary,  transportation  charges  and 
responsibility  for  such  suppUes  while  In 
transit  shall  be  borne  by  the  Government. 

(e)  The  following  paragraph  (e)  may 
be  substituted  for  paragraph  (e)  of  the 
clause  in  paragraph  (a)  of  this  section 
when  the  supplies  cannot  be  obtained 
from  another  source. 

(e)  If  the  Contractor  does  not  agree  eus  to 
his  responsibility  to  correct  or  replace  the 
supplies  delivered,  he  shall  nevertheless  pro¬ 
ceed  In  accordance  with  the  written  request 
Issued  by  the  Contracting  Officer  imder  para¬ 
graph  (c)  to  correct  or  replace  the  defective 
or  nonconforming  supplies.  In  the  event 
it  Is  later  determined  that  such  supplies 
were  not  defective  or  nonconforming  within 
the  provisions  -of  this  clause,  the  contract 
price  will  be  equitably  adjusted.  Failure  to 
agree  to  such  an  equitable  adjustment  of 
price  shall  be  a  dispute  concerning  a  question 
of  fact  within  the  meaning  of  the  clause  of 
this  contract  entitled  “Disputes”. 

(f)  The  following  paragraph  should 
be  added  when  th-j  clause  in  paragraph 
(a)  of  this  section  is  included  in  a  fixed- 
price  incentive  contract. 

(J)  Prior  to  the  establishment  of  the  total 
final  price,  all  costs  Incurred,  or  to  be  In¬ 
curred  by  the  Contractor  In  complying  with 
this  clause  shall  be  considered  when  nego¬ 
tiating  the  final  total  negotiated  cost  under 
the  Incentive  Price  Revision  clause  of  this 
contract.  After  the  establishment  of  the 
total  final  price.  Contractor  compliance  with 
this  clause  shall  be  at  the  Contractor’s  ex¬ 
pense  and  at  no  Increase  In  the  total  final 
price.  Any  equitable  adjxistments  made  pur¬ 
suant  to  paragraph  (c)  of  this  clause  shall  be 
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governed  by  tbe  paragraph  entitled  “Equita¬ 
ble  Adjustments  Under  Other  Clauses’*  In  the 
Incentive  Price  Revision  clause  of  this 
contract. 

(g)  The  following  clause  is  an  ex¬ 
ample  of  a  warranty  clause  which  is  au¬ 
thorized  for  insertion  in  fixed-price  serv¬ 
ices  contract. 

Snvxcs  Wassantt 

Notwithstanding  Inspection  and  acceptance 
by  the  Government  or  any  provision  con¬ 
cerning  the  concluslvenees  thereof,  the  Con- 
tractcsr  warrants  that  aU  services  performed 
imder  this  contract  wlU  be  free  from  defects 
In  workmanship  and  wUl  conf(»m  to  the 
requirements  of  th!s  contract  at  time  of 
acceptance.  The  Contracting  Officer  shaU 
give  written  notice  of  any  such  defect 
or  nonconformance  to  the  Contractor ' 

_ *.  Such  notice  shaU  state 

either  (1)  that  the  Contractor  shall  correct 
or  reperform  any  defective  or  nonconform¬ 
ing  services,  or  (U)  that  the  Government 
-  does  not  require  correction  or  replaconent. 
If  the  Contractor  Is  required  to  correct  or 
reperform,  It  shaU  be  at  no  cost  to  the 
Govenunent,  and  any  services  corrected  or 
reperformed  by  the  Contractor  pursuant  to 
this  clause  Shall  be  subject  to'all  provisions 
of  this  clause  to  the  same  extent  as  wwk 
InltiaUy  performed.  If  the  Contractor  falls 
or  refuses  to  correct  or  reperform,  the  Con¬ 
tracting  Officer  may,  by  contract  or  other¬ 
wise,  (XHTect  or  replace  with  similar  services 
and  charge  to  the  Contractor  the  cost  occa¬ 
sioned  to  the  Government  thereby  or  ob¬ 
tain  an  equitable  adjustment  In  the  contract 
price.  If  the  Government  does  not  require 
ccxrectlon  or  rep^tormance.  the  Contracting 
Officer  ShaU  make  an  eqxUtable  adjustment 
In  the  contract  price.  Pallure  to  a^^e  upon 
any  determination  to  be  made  under  this 
clause  shall  be  a  dispute  concerning  a  ques¬ 
tion  of  fact  within  the  meaning  of  the  “Dis¬ 
putes”  clause  of  this  contact. 

(h)  When  the  contractor’s  design  is 
to  be  used  rather  than  a  Government 
design,  insert  the  words  “design  and” 
before  “workmanship”  in  the  first 
sentence  of  the  clause  in  paragraph  (g) 
of  this  section. 


paragraph  (d)  is  revised,  as  follows: 

§  1.603  Grounds  for  listing  and  treat¬ 
ment  to  be  accorded  listed  concerns. 

(a)  •  •  • 

Type  F  includes  concerns  which  have 
been  debarred  by  the  appropriate  Secre¬ 
tary  or  the  Executive  Vice  Chairman  of 
the  President’s  Committee  on  Equal  Em¬ 
ployment  Opportunity  for  noncompli¬ 
ance  with  the  Equal  Opportunity  clause. 
Concerns  under  Type  F  listings  may  not 
be  awarded  contracts  or  be  solicited  for 
bids. 

•  •  *  «  * 

§  1.701—1  Small  business  concerns. 


concern  and  its  aflUiates  for  the  preced¬ 
ing  three  fiscal  years  must  not  exceed  $1 
million  ($14S50.000  if  located  in  Alaska) . 
^ly  concern  bidding  on  a  contract  for 
mgineering  services  or  naval  architec¬ 
tural  services  is  classified  as  small  if  its 
average  annual  sales  or  receipts  for  its 
preceding  three  fiscal  years  do  not  exceed 
$5  million. 

«  «  •  «  * 

5.  A  footnote  “6”,  referring  to  item 
3731  in  the  table,  is  added  to  the  foot¬ 
notes  at  the  end  of  the  table  in  9  1.701-4; 
and  99  1.806-4(a)  and  1.1504(a)  are 
revised,  as  follows: 

§  1.701—4  Manufacturing  industry  em¬ 
ployment  sixe  standards. 

•  •  *  *  * 

Claasi-  v 

fication 

Code  Industry 

Employment  Size 
Standard  (Number 
of  Employees) 

*  ^  * 

Majoe  Gaoxrr  87 — ^Transportation  Eqinp- 

MXNT 

***** 

3731  Shipbuilding  and  repairing «___  1000 

•  Shipbuilding  and  repairing  Industoy  In¬ 
cludes  establishments  prlmarUy  engaged  In 
building  and  repairing  aU  types  of  ships, 
barges,  canal  boats,  and  Utters,  of  5  gross 
tons  and  over,  whether  propeUed  by  saU  or 
motor  power  or  towed  by  other  craft. 
Establishments  primarily  engaged  in  fabrica¬ 
tion  or  repairing  structural  assemblies  or 
components  for  ships,  or  subcontractors  en¬ 
gaged  In  ship  painting.  Joinery,  carpenlay 
work,  electrical  wiring  Installation,  etc.,  are 
not  Included,  The  size  standard  for  Boat- 
buUdlng  and  Repairing  (establishments 
primarily  engaged  In  buUdlng  and  r^>alr- 
Ing  aU  t]q>es  of  boats,  except  rubber  boats, 
imder  5  gross  tons)  Is  500. 

***** 

§  1.806—4  Shipbuilding  and  repairing 
industry  (Notification  No.  57). 

(a)  As  used  in  this  section,  the  “ship¬ 
building  and  repairing  industry”  (Indus¬ 
try  Category  3731)  includes  establish¬ 
ments  primarily  engaged  in  building  and 
repair  of  all  types  of  ships,  barges,  canal 
boats,  and  lighters  of  five  gross  tons  and 
over,  whether  propelled  by  sail  or  motor 
power  or  towed  by  other  craft.  Estab¬ 
lishments  primarily  engaged  in  fabricat¬ 
ing  or  repairing  structural  assemblies  or 
components  for  ships,  or  subcontractors 
engaged  in  ship  painting.  Joinery,  car¬ 
pentry  work.,  electrical  wiring  installa¬ 
tion,  etc.,  are  not  included. 

***** 

§  1.1504  Procedures. 

(a)  When  a  contract  is  to  contain  an 


may  be  exercised.  This  period  shall  be 
set  so  as  to  afford  the  contractor  ade¬ 
quate  notice  of  the  requirement  for  per¬ 
formance  under  the  option  but  with  re¬ 
spect  to  service  contracts  may  extend 
yond  the  contract  completion  date  when 
exercise  of  the  option  would  obligate 
funds  not  available  in  the  fiscal  year  in 
which  the  contract  would  otherwise  be 
completed.  In  fixing  the  period  within 
which  the  option  may  be  exercised,  con¬ 
sideration  shall  be  given  to  (1)  neces¬ 
sary  lead  time  in  order  to  assure  contin¬ 
uous  production  and  (2)  the  time  re¬ 
quired  for  additional  funding  and  other 
necessary  approval  action.  The  period 
specified  for  exercising  the  option  shall 
in  all  cases  be  kept  to  a  minimnTn 
When  a  solicitaticm  contains  an  option 
which  requires  the  offering  of  additional 
quantities  of  supplies  at  unit  prices  no 
higher  than  those  for  the  initial  quanti¬ 
ties,  it  shall  provide  that  the  option 
quantities  shall  not  exceed  50  percent  of 
tile  initial  quantity.  When  unusual 
circumstances  exist,  however,  the  head 
of  the  procuring  activity  or  his  designee 
may  approve  a  greater  percentage  of 
quantity.  The  quantities  and  the  period 
under  option  and  the  period  during 
which  the  option  may  be  exercised  shall 
be  justified  and  documented  by  the  con¬ 
tracting  ofBcer  in  the  contract  file. 
***** 

6.  A  new  Subpart  R  is  added,  as  fol¬ 
lows: 

Swbpart  R— Post-Award  Oriontotion  of  Contractors 
Sec. 

1.1801  Scope  of  subpart. 

1.1802  PoUcy. 

1.1803  Post-award  orientation  confer¬ 

ences. 

1.1808-1  FactCMis. 

1.1803- 2  Initial  action. 

1.1803- 3  Agenda. 

1.1803- 4  Participants. 

1.1803- 6  Conference  procedure. 

1.1804  Subcontract  conferences. 

1.1806  Forms  and  reports. 

1.1806  Post-award  letters. 

AuTHORrrr:  The  provisions  of  this  Subpart 
R  issued  under  sec.  2202,  70A  Stat.  120;  10 
UB.C.  2202.  Interpret  or  apply  secs.  2301- 
2314,  70A  Stat.  127-133;  10  UA.C.  2301-2314. 

Subpart  R — Post-Award  Orientation 
of  Contractors 

§  1.1801  Scope  of  subpart. 

This  subpart  prescribes  the  policy  and 
procedures  for  post-award  orientation 
in  connection  with  contracts  and  sub¬ 
contracts.  This  subpart  is  not  applicable 
to  construction  contracts  as  defined  in 
9  16.400  of  this  chapter. 

§  1.1802  PoUcy. 


4.  In  9  1.603(a) ,  the  text  pertaining  to 
Tjrpe  F”  is  revised,  and  in  i  1.701-1, 


(d)  Service  industries.  For  services 
not  elsewhere  defined  in  this  part,  the 
average  annual  sales  or  receipts  of  the 


*  Insert  in  the  blank  the  specific  period  of 
time  in  which  notice  shall  be  given  to  the 
contractor,  eg.,  “within  (insert  period  of 
time)  from  the  date  of  acceptance  by  the 
Government”;  “within  (insert  number  of 
hours)  of  use  by  the  Government”;  or  other 
specified  event  whose  occurrence  wiU  termi¬ 
nate  the  period  of  notice,  or  combination 
of  any  applicable  events  or  periods  of  time,  as 
appn^riate. 


option  clause,  the  solicitation  must  con¬ 
tain  an  appropriate  option  provision. 
If  the  contract  is  to  be  negotiated,  the 
determination  and  findings  shall  set 
forth  the  iq)proximate  quantity  to  be 
awarded  and  the  extent  of  the  increase 
to  be  permitted  by  the  option.  The  con¬ 
tract  shall  limit  the  additional  quantities 
of  supplies  or  service  which  may  be  pro¬ 
cured,  or  the  duratiim  of  the  period  for 
which  performance  of  the  contract  may 
be  extended,  under  the  option  and  will 
fix  the  period  within  which  the  option 


When  it  is  determined  after  contract 
award,  in  accordance  with  the  factors 
set  forth  in  9  1.1803-1,  that  the  con¬ 
tractor  does  not  or  may  not  have  a  clear 
understanding  of  the  scope  of  the  con¬ 
tract,  the  teclmical  requirements,  or  the 
rights  and  obligations  of  the  parties,  it 
is  essential  that  the  Government  initiate 
post-award  orientation  action  to  clarify 
contract  requirements  and  resolve  mis¬ 
understandings.  A  mutual  understand¬ 
ing  may  be  achieved  by  conducting  a 
post-award  orientation  conference,  as 
provided  in  9  1.1803,  to  assure  that  aU 
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matters  requiring  clarification  or  resolu¬ 
tion  are  considered  and  contractual  re¬ 
quirements  explained.  In  less  complex 
contracts,  the  objective  may  be  achieved 
without  a  conference  by  writing  the  con¬ 
tractor  a  letter  as  pnyvided  in  I  l.lSOfi. 
For  the  post-award  orientation  of  sub¬ 
contractors.  see  §  1.1804. 

§  1.1803  Post-award  orientation  confer¬ 
ences. 

§  1.1803—1  Factors. 

In  selecting  contracts  for  post-award 
orientation  conferences,  the  following 
factors  shall  be  considered: 

(a)  Nature  and  extent  of  the  pre¬ 
award  survey  and  discussions  with  the 
contractor, 

(b)  Technical  complexity  of  the  item 
or  service, 

(c)  End  use  or  relationship  of  the  item 
or  service  to  critical  pr(^ams, 

(d)  Urgency  of  the  delivery  schedule, 

(e)  Length  of  the  planned  production 
cycle, 

(f)  Past  performance  of  the  con¬ 
tractor. 

(g)  Procurement^history  of  the  item 
or  service, 

(h)  Type  and  value  of  the  contract, 

(i)  Provisioning  requirements. 

(j)  Contractor’s  experience  with  de¬ 
fense  contracts  or  with  the  item  or  serv¬ 
ice  being  procured, 

(k)  Extent  of  subcontracting,  and 

(l)  Hazardous  material  or  operations 
and  safety  precautions  required. 

§  1.1803—2  Initial  action. 

(a)  The  need  for  a  post-award  orien¬ 
tation  conference  normally  will  be  es¬ 
tablished  as  a  result  of  substantive  re¬ 
view  and  analysis  of  the  contract  by  the 
Contract  Administration  Office.  How¬ 
ever,  the  contracting  officer  or  technical 
representative  of  the  purchasing  office 
may  initiate  the  request  for  a  conference. 
A  conference  of  Government  personnel 
normally  shall  be  held  prior  to  notifsdng 
and  conferring  with,  the  contractor  to 
assure  that  the  Government  position 
on  all  matters  is  established. 

(b)  An  orientation  conference  shall  be 
held  as  soon  as  possible  after  contract 
award  when  analysis /it  the  contract  or 
other  information  Indicates  existing  or 
potential  problems  which  may  adversely 
affect  performance.  The  office  which  de¬ 
termines  the  need  for  a  post-award  ori¬ 
entation  conference  normally  will  make 
all  necessary  arrangements  to: 

(1)  Conduct  a  preliminary  meeting  of 
Government  personnel, 

(2)  Establish  the  time  and  place  of 
the  orientation  conference, 

(3)  Prepare  an  agenda, 

(4)  Notify  all  participants. 

(5)  Designate  a  chairman,  and 

(6)  Prepare  a  summary  report  of  the 
conference. 

When  the  purchasing  office  initiates  the 
request  for  a  conference,  the  above  ar- 
J^gements  may  be  made  by  toat  office 
or,  at  its  request,  by  the  Contract  Admin¬ 
istration  Office. 

§  1.1803—3  Agenda. 

The  agenda  of  an  orientation  confer¬ 
ence  may  include  such  matters  as: 

(a)  Special  contractual  provikons. 


(b)  Clarification  of  specifications  and 
other  work  requirements, 

(c)  Production  planning, 

(d)  Furnishing  and  control  of  Gov¬ 
ernment  property. 

(e)  Billing  and  payment  procedures, 

(f)  Reporting  requirements, 

(g)  Processing  of  engineering  changes 
and  change  orders, 

(h)  Quality  control  and  testing  re¬ 
quirements, 

(i)  Provisioning  requirements, 

(J)  Packaging  and  shipping, 

(k)  Subcontract  consent, 

(l)  Prime  contractor  responsibility  for 
subcontracts. 

(m)  Allowability  of  cost  determina¬ 
tions, 

(n)  Incentive  features  and  value  en¬ 
gineering,' 

(o)  Security  requirements, 

(p)  Progress  target  dates,  and 

(q)  Major  problem  areas  or  other  ap¬ 
propriate  topics. 

§  1.1803—4  Participants. 

It  is  essential  that  all  parties  in¬ 
volved  in  the  execution,  administration, 
and  performance  of  a  Government  con¬ 
tract  have  a  clear  and  mutual  tinder¬ 
standing  of  the  scope  of  the  contract,  the 
technical  requirements,  and  the  rights 
and  obligations  of  the  parties.  Partic¬ 
ipants  in  a  post-award  orientation  con¬ 
ference  may  include,  as  appropriate,  rep¬ 
resentatives  from  the  purchasing  office 
and  the  Contract  Administration  Office, 
other  Government  personnel  concerned, 
and  the  contractor’s  representatives. 

§  1.1803—5  Conference  procedure. 

The  chairman  of  the  conference  shall 
conduct  the  meeting.  Unless  a  specific 
contract  change  has  been  agreed  to  by 
the  contracting  officer  at  the  preliminary 
meeting  of  Government  personnel,  the 
chairman  will  emphasize  that  the  con¬ 
ference  is  not  being  held  for  the  purpose 
of  changing  the  contract.  The  contract¬ 
ing  officer  may  make  commitments  or 
give  directions  within  the  scope  of  his 
authority,  and  he  shall  reduce  to  writing 
and  sign  any  such  commitment  or  direc¬ 
tion.  Participants  who  are  without  au¬ 
thority  to  bind  the  Government  contract¬ 
ually  shall  not  take  action  which  in  any 
way  alters  the  provisions  of  the  contract. 
Information  and  guidance  given  merely 
to  explain  existing  provisions  and  re¬ 
quirements  of  the  contract  may,  however, 
be  given,  but  only  by  participants 
*  acting  within  the  scope  of  their  author¬ 
ity.  All  such  information  and  guidance 
shall  be  specifically  included  in  the  sum¬ 
mary  report  (see  9  1.1805) . 

§  1.1804  Subcontract  conferences. 

The  prime  contractor  is  generally  re¬ 
sponsible  for  conducting  any  necessary 
post-award  orientation  conferences  with 
subcontractors.  However,  in  exceptional 
cases  Involving  subcontracted  items  or 
services  of  technical  complexity,  the 
prime  contractor  may  invite  the  partici¬ 
pation  of  the  Government  in  such  con¬ 
ferences  or  the  Government  may  request 
the  prime  contractor  to  initiate  such  a 
conference  with  the  subcontractor.  Rep¬ 
resentatives  from  the  Contract  Admin¬ 
istration  Office  administering  the  prime 


oontract  and  subcontract  should  be  in¬ 
cluded  as  participants.  Government 
participants  in  such  conferences  must 
recognize  the  lack  of  privity  of  contract 
between  the  Government  and  the  sub¬ 
contractor,  and  shall  not  give  commit¬ 
ments,  directions,  or  take  any  action 
which  change  or  are  inconsistent  with 
the  provisions  of  the  subcontract. 

§  1.1805  F<Mrm8  and  reports. 

Post-Award  Conference  Record  (DD 
Form  1484)  shall  be  used  in  preparing 
the  agenda  and  conducting  the  confer¬ 
ence  to  assure  that  all  significant  mat¬ 
ters  are  covered.  A  summary  report  of 
the  conference  shall  be  prepared  under 
the  supervision  of  the  chairman  and 
signed  by  him.  The  report  shall  cover  all 
items  discussed,  including  areas  requir¬ 
ing  resolution,  controversial  matters,  and 
the  names  of  the  participants  assigned 
responsibility  for  further  actions,  includ¬ 
ing  the  due  dates  for  such  actions.  DD 
Form  1484  may  be  utilized  as  Uie  sum¬ 
mary  report,  where  appropriate.  Copies 
of  the  summary  report  shsdl  be  furnished 
to  the  purchasing  office,  the  contract  ad¬ 
ministration  office,  the  contractor,  and 
other  participants  and  activities  requir¬ 
ing  the  information. 

§  1.1806  Post-award  letters. 

In  less  complex  contracts,  a  letter  to 
the  contractor  may  suffice  in  lieu  of  a 
conference.  When  such  a  letter  is  ap¬ 
propriate,  it  should  Identify  the  CStovem- 
ment  representative  responsible  for  ad¬ 
ministering  the  contract,  and  cite  any 
unusual  contract  requirements  such  as 
special  reports,  revised  military  specifica¬ 
tions,  preproduction  tests,  subcontract¬ 
ing  consent  requirements.  Government 
property  to  be  furnished,  and  any  other 
significant  requirements.  (See,  for  ex¬ 
ample,  the  items  in  DD  Form  1484.) 


PART  2-^PROCUREMENT  BY 
FORMAL  ADVERTISING 

7.  In  §  2.201(a),  subparagraph  (28)  is 
revoked,  as  follows: 

§  2.201  Preparation  of  invitation  for 
bids. 

•  *  *  •  * 

(a)  •  •  • 

(28)  [Revoked] 


PART  3— PROCUREMENT  BY 
NEGOTIATION 

8.  In  9  3.202-2,  paragraph  (f)  is  re¬ 
vised;  in  9  3.501(b),  subparagraph  (39) 
is  revoked  and  subparagraph  (46)  is  re¬ 
vised;  and  in  9  3.811,  paragraph  (a)  is 
revised*  to  read  as  follows: 

§  3.202—2  Application. 

*  «  •  «  « 

(f)  Purchase  request  citing  an  issue 
priority  designator  1  through  6.  inclu¬ 
sive,  under  the  Uniform  Material  Issue 
Priority  System. 

Non:  Requirements  citing  an  issue  prior¬ 
ity  designator  7  ttarough  20  may  Jtistify 
negotiation  under  this  or  other  negotiation 
authority,  but  in  such  cases  the  specific 
circumstances  must  be  set  forth  in  the  deter¬ 
mination  and  findings. 
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§  3.501  PreparatioB  ot  reqateM  for  pro- 
poMb  Or  requen  for  qnoUtioiis. 

*  •  •  •  • 

(b)  •  •  • 

(39)  [Revoked] 

•  •  •  •  • 

(46)  If  a  firm  fixed-price  contract  or 
fixed-price  contract  with  escalation  is  to 
be  awarded,  the  Certificate  of  Independ¬ 
ent  Price  Determination  as  required  by 
§  1.115  of  this  chapter. 

•  «  *  •  * 

§  3.811  Rec<ml  of  price  negotiation. 

(a)  At  the  conclusion  of  each  nego¬ 
tiation  of  an  initial  or  a  revised  price, 
the  contracting  ofllcer  shall  promptly 
prepare  or  cause  to  be  prepared  a  memo¬ 
randum.  setting  forth  the  principal  ele¬ 
ments  of  the  price  negotiation,  for  inclu¬ 
sion  in  the  contract  file  and  for  the  use 
of  any  reviewing-  authorities.  The 
memorandum  shall  be  in  sufficient  detail 
to  refiect  the  most  significant  considera¬ 
tions  controUhig  the  establishment  of  the 
initial  or  revised  price.  The  memoran¬ 
dum  should  include  an  explanation  of 
why  cost  or  pricing  data  was.  or  was  not. 
required  (see  S  3.807)  and.  if  it  was  not 
required  in  the  case  of  any  price  negotia¬ 
tion  hi  excess  of  $100,000.  a  statement  of 
the  basis  for  determining  that  the  price 
resulted  from  or  was  based  on  adequate 
price  competition,  established  catalog  or 
market  prices  of  commercial  items  sold 
in  substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 

A  •  A  A  • 


PART  6— FOREIGN  PURCHASES 

9.  Paragraph  (a)  in  S  6.601  is  revised; 
in  S  6.603-3(a).  the  clause  heading  and 
clause  paragraph  (d)(iii)  are  revised; 
and  in  §  6.603-3(b),  the  clause  heading 
and  clause  paragraph  (b)  (4)  (iii)  are  re¬ 
vised,  as  follows: 

§  6.601  Scope  of  subpart. 

(a)  This  subpart  sets  forth  policies 
and  procedures  for  excepting  from  im¬ 
port  duty  certain  supplies  that  are 
imported  into  the  United  States  in  con¬ 
nection  with  Defense  contracts.  Ordi¬ 
narily.  duty  is  payable  for  the  importa¬ 
tion  of  supplies  obtained  outside  the 
United  States.  Two  exceptions  to  this 
rule  are  available  to  the  Department  of 
Defense:  “emergency  purchases  of  war 
materials  abroad”  by  a  Military  Depart¬ 
ment  n^ay  be  imported  duty-free  pursu¬ 
ant  to  Schedule  8.  Part  3.  Itm  No.  832. 
Tariff  Schedules  of  the  United  States, 
and  certain  supplies  (not  including 
equipment)  for  vessels  or  aircraft  oper¬ 
ated  by  the  United  States  may  be  im¬ 
ported  duty-free  pursuant  to  19  UJ3.C. 
1309.  This  subpajt  prescribes  the  uses 
and  limits  of  these  two  exceptions. 

*  •  •  *  • 

§  6.603—3  Omtnict  clauses. 

(a)  Duty-free  entry  for  designated 
items.  •  •  • 

DUTT-PaSB  BmtRT  fob  CkBTAIN  SPBCinXD 
ITBMS  (Sbpt.  1964) 

•  *  *  •  • 

«!)••• 

(lU)  thenotaUon:  “UNITED  STATKSjm- 
sert  name  of  MUltary  Department) — DUTT- 


FBEE  ENTBY  TO  BE  OTATMED  pursuant  to 
Sobedule  8.  Part  8.  Item  No.  883.  Tariff  Sched¬ 
ules  ot  the  United  States.  Upon  arrival  of 
shlianent  at  port  of  entry.  CoUeotor  of  Ous- 
toms.  kindly  noitfy  the  (Insot  title  and  ad¬ 
dress  of  Government  representative),  who 
.wiU  execute  Customs  Forms  7601  and  7601A 
and  the  Duty-Free  Entry  Certificate.”; 

•  •  •  •  • 

(b)  Duty-free  entry  for  items  not 
identified  in  the  contract.  •  •  • 

Notice  ov  Impobts — ^Possiplb  Dutt-Fbxb 
Entbt  (Sbpt.  1964) 

•  *  *  \  *  • 

(b)  •  •  • 

(4)  •  •  •  _ 

(iU)  the  notation:  “UNITED  STATES  (In- 
sert  name  of  BfUltary  Department) — DUTY¬ 
FREE  ENTRY  TO  BE  CLAIMED  pursuant  to 
Schedule  8.  Part  3,  Item  No.  832,  Tariff  Sched¬ 
ules  of  the  United  States.  Upon  arrival  at 
port  of  entry,  CoUector  of  Customs  kindly 
notify  the  (Insert  title  and  address  of  Gov¬ 
ernment  representative),  who  wUl  execute 
Customs  Forms  7601  and  7601A  and  the 
Duty-Free  Entry  Certificate.”; 

•  •  *  *  * 

10.  In  §  6.603-4,  paragraphs  (b)  and 
(f)  are  revised;  and  in  $  6.605-2,  the 
clause  heading  and  clause  paragraph  (d) 
(ill)  are  revised,  as  follows: 

§  6.603-4  Customs  entries  and  duty-free 

certificates. 

***** 

(b)  When  the  Government  agrees  to 
execute  duty-free  entry  certificates  for 
supplies,  in  accordance  with  the  clauses 
set  forth  in  §  6.603-3  or  authorized  by 
§  6.605,  the  contractor  shall  be  notified 
that  the  foreign  supplier  is  to  include  on 
the  bill  of  lading  (or  other  shipping  doc¬ 
ument)  the  information  required  to  be 
inserted  on  such  documents  as  provided 
in  the  clause.  Failure  to  include  such 
information  on  the  bill  of  lading  (or 
other  shipping  document)  will  result  in 
the  shipment  being  treated  as  a  ship¬ 
ment  without  benefit  of  free  entry  under 
Schedule  8.  Part  3.  Item  No.  832,  Tariff 
Schedules  of  the  United  States. 

A  •  A  *  • 

(f )  The  duty-free  entry  certificate  re¬ 
ferred  to  in  this  paragraph  shall  be 
printed,  stamped,  or  typed  on  the  face 
of  (Customs  Form  7501  or  attached  there¬ 
to  in  the  following  form: 

Septxmbxb  1964. 

I  certify  that  the  procvirement  of  this  ma¬ 
terial  constituted  an  emergency  purchase  of 
war  material  abroad  by  the  (Indicate  De¬ 
partment  of  the  Army,  Department  of  the 
Navy,  Department  of  the  Air  Force,  or  Defense 
Supply  Agency)  and  It  Is  accordingly  re¬ 
quested  that  such  material  be  admitted  free 
of  duty  pursuant  to  Schedule  8,  Part  3,  Item 
No.  832,  Tariff  Schedules  of  the  United  States. 


(Name) 


(Title) ,  who  has  been  designated  to  execute 
free  entry  certificates  for  the  above  named 
(Department  or  Agency) 


(Organization) 

§  6.605—2  Contract  clause. 

***** 

Dcrrr-FkBB  Entbt — Canadian  Supplies  (Sept. 
1964) 

(«!)•••  _ 

(111)  the  notation:  “UNITED  STATES  (In- 
aart  nama  of  Military  Department) — DUTY- 


FREE  ENTRY  TO  BE  CLAIMED  pursuant  to 
Schedule  8.  Part  8.  Item  No.  882,  Tariff  Sched¬ 
ules  of  tha  United  States.  Upon  arrival  of 
shipment  at  port  of  entry,  CoUector  of  Cus¬ 
toms,  kindly  notify  the  (insert  title  and  ad¬ 
dress  of  Govamment  representative),  who 
WiU  exeeutje  Customs  Forms  7601  and  7501A 
and  tha  Duty-Free  Entry  Certificate.”: 

***** 


PART  7— CONTRACT  CLAUSES 

11.  Sections  7.104-29(a)  and  7.104-41 
are  revised;  the  clause  in  §  7.104-42(a) 
is  revised;  and  new  §§  7.104-51  and 
7.105-10  are  added,  as  follows; 

§  7.104-29  Price  reduction  for  defective 
cost  or  pricing  data. 

(a)  The  following  clause  shall  be  in¬ 
serted  in  any  cost-reimbursement  type, 
price  redeterminable.  or  incentive  con¬ 
tract.  It  shall  also  be  inserted  in  any 
other  negotiated  contract  over  $100,000 
except  where  the  price  is  based  on  ade¬ 
quate  price  competition,  established  cata¬ 
log  or  market  prices  of  commercial  items 
sold  in  substantial  quantities  to  the  gen¬ 
eral  public,  or  prices  set  by  law  or  regu¬ 
lation.  In  addition,  the  contracting  offi¬ 
cer  shall  include  this  clause  in  other 
negotiated  contracts  for  which  he  has 
obtained  a  Certificate  of  Current  Cost 
or  Pricing  Data  in  accordance  with 
§  3.807-3(b)  (4)  of  this  chapter  in  con¬ 
nection  with  the  initial  pricing  of  the 
contract,  and  in  such  cases  paragraph 
(c)  may  be  appropriately  modified  in  re¬ 
spect  to  subcontracts  of  less  than 
$100,000. 

Pbicb  Reduction  vob  Detective  Cost  or  Pric¬ 
ing  Data  (Sept.  1964) 

(a)  If  the  Contracting  Oflicer  determines 
that  any  price,  including  profit  or  fee,  nego¬ 
tiated  in  connection  with  this  contract  was 
increased  by  any  significant  sums  because 
the  Contractor,  or  any  subcontractor  in  con¬ 
nection  with  a  subcontract  covered  by  (c) 
below,  furnished  Incomplete  or  inaccurate 
cost  or  pricing  data  or  data  not  current  as 
certified  in  the  Contractor’s  Certificate  of 
Current  Cost  ac  Pricing  Data,  then  such 
price  BhaU  be  reduced  accordingly  and  the 
contract  shall  be  modified  in  writing  to  reflect 
such  adjustment. 

(b)  Failure  to  agree  on  a  reduction  shall 
be  a  dispute  concerning  a  question  of  fact 
within  the  meaning  of  the  “Disputes”  clause 
of  this  contract. 

(c)  The  Contractor  agrees  to  insert  the 
substance  of  paragraphs  (a)  and  (c)  of  this 
clause  in  each  of  his  cost-reimbursement 
type,  price  redeterminable,  or  incentive  sub¬ 
contracts  hereunder,  and  in  any  other  sub¬ 
contract  hereunder  in  excess  of  $100,000  un¬ 
less  the  price  is  based  on  adequate  price 
competition,  established  catalog  or  market 
prices  of  commercial  items  sold  in  substan¬ 
tial  quanties  to  the  general  public,  or  prices 
set  by  law  or  regulation.  In  each  such  ex¬ 
cepted  subcontract  hereunder  which  exceeds 
$100,000,  the  Contractor  shall  insert  the  sub¬ 
stance  of  the  following  clause. 

Price  Reduction  tob  Detective  Cost  os 
Pbicing  Data — ^Pbice  Adjustments 

(a)  This  clause  shall  become  operative 
only  with  respect  to  any  change  or  other 
modification  made  pursuant  to  one  or  more^ 
provision#  of  this  contract  which  involves 
a  price  adjustment  in  excess  of  $100,000,  ex¬ 
cept  where  the  price  is  based  on  adequate 
price  competition,  established  catalog  or  mar¬ 
ket  prices  of  commercial  items  sold  in  sub¬ 
stantial  quantities  to  the  general  public,  or 
prices  set  by  law  or  regulation.  The  right 
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to  price  reduction  under  this  clause  shcdl  be 
limited  to  such  price  adjustments. 

(b)  U  the  Contractor  determines  that  any 
price,  including  profit  or  fee.  negotiated  in 
connectiem  with  any  price  adjustment  within 
the  purview  of  paragraph  (a)  above  was  in¬ 
creased  by  any  significant  sum  because  the 
subcontractor  or  any  of  his  subcontractors 
in  cotmectlon  with  a  subcontract  covered  by 
paragraph  (c)  below,  furnished  incomplete 
or  inaccurate  cost  or  pricing  data,  or  data  not 
current  as  of  the  date  of  execution  of  the 
subcontractor’s  certificate  of  current  cost  or 
pricing  data,  then  such  price  shall  be  reduced 
accordln^y  and  the  subcontract  shall  be 
modified  in  writing  to  refiect  such  adjust¬ 
ment. 

(c)  The  subcontractor  agrees  to  insert  the 
substance  of  this  clause  in  each  subcontract 
herermder  which  exceeds  $100,000. 

•  *  •  *  * 

§  7.104—41  Audit  and  records. 

(a)  Insert  the  foUowing  clause  only 
In  firm  fixed-price  and  fixed-price  with 
escalation  negotiated  contracts  which 
exceed  $100,000,  except  where  the  price 
negotiated  is  based  on  adequate  price 
competition,  established  catalog  or  mar¬ 
ket  prices  of  commercial  items  sold  in 
substantial  quantities  to  the  general  pub¬ 
lic,  or  prices  set  by  law  or  regulation. 

Audit  (Sept.  1964) 

(a)  Fev  pvirposes  of  verifying  that  cost  or 
pricing  data  submitted,  in  conjunction  with 
the  negotiation  of  this  contract  or  any  con¬ 
tract  change  or  other  modification  involving 
an  amount  in  excess  of  $100,000  are  acctirate, 
complete,  and  current,  the  Contracting  Of¬ 
ficer.  or  his  authorised  representatives, 
■hall — imtil  the  expiration  of  three  years 
from  the  date  of  final  payment  \mder  this 
contract — ^have  the  right  to  examine  those 
books,  records,  documents  and  other  sup¬ 
porting  data  which  will  permit  adequate 
evaluation  of  the  cost  or  pricing  data  sub¬ 
mitted,  along  with  the  computations  and 
projections  used  therein,  which  were  avail¬ 
able  to  the  Contractor  as  of  the  date  of  exe¬ 
cution  of  the  Contractor’s  Certificate  of 
Current  Cost  or  Pricing  Data. 

(b)  The  Contract<Mr  agrees  to  insert  the 
substance  of  this  clause  including  this  para¬ 
graph  (b)  in  all  subcontracts  heretmder  in 
excess  of  $100,000.  so  as  to  apply  until  three 
years  after  final  payment  under  the  subcon¬ 
tract,  xmless  the  iwice  is  based  on  adequate 

..  price  competition,  established  catalog  or  mar¬ 
ket  prices  of  commercial  items  sold  in  sub¬ 
stantial  quantities  to  the  general  public,  or 
prices  set  by  law  or  regxilation.  In  each 
such  excepted  subcontract  hereunder  in  ex¬ 
cess  of  $100,000,  the  Contractor  shall  insert 
the  substance  of  the  following  clause  to 
spply  until  three  years  after  final  payment 
under  the  subcontract. 

Audit — ^Pucx  Adjustments 

(a)  This  clause  shall  become  operative 
only  with  respect  to  smy  change  or  other 
modification  made  pursuant  to  one  or  more 
provisions  of  this  contract  which  involves 
a  price  adjustment  in  excess  of  $100,000  im- 
less  the  price  adjustment  is  based  on  ade¬ 
quate  price  competition,  established  catalog 
or  market  prices  of  conunercial  items  sold  in 
substantial  quantities  to  the  general  public, 
or  prices  set  by  law  (»  regulation  and  further 
provided  that  such  change  or  other  modi¬ 
fication  to  this  contract  rnxist  result  from  a 
change  or  other  modification  to  the  Govern¬ 
ment  prime  contract. 

(b)  For  purposes  of  verifying  that  cost  or 
pricing  data  submitted  in  conjunction  with 
a  contract  change  or  modification  involving 
an  amount  in  excess  of  $100,000  are  accurate, 
complete  and  current,  the  Contracting  Of- 
fleer  or  his  authorized  representative  shall — 
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until  the  expiration  of  three  years  from  the 
date  of  final  payment  under  this  contract — 
have  the  right  to  examine  those  books,  rec¬ 
ords,  documents,  and  other  supporting  data 
which  will  permit  adequate  evaluation  of  the 
cost  or  pricing  data  submitted,  along  with 
the  computations  and  projections  used 
therein,  which  were  available  to  the  Con¬ 
tractor  as  of  the  date  of  execution  of  the 
Contractor’s  Certificate  of  Current  Cost  or 
Pricing  Data. 

(c)  The  Contractor  agrees  to  insert  the 
substance  of  this  clause,  including  this  para¬ 
graph  (c),  in  all  subcontracts  hereunder  in 
excess  of  $100,000  so  as  to  aj^ly  until  three 
years  after  final  payment  of  the  subcontract. 

(b)  Insert  the  following  clause  in  for-  ' 
maUy  advertised  contracts  which  are  ex¬ 
pected  to  exceed  $100,000,  and  in  firm 
fixed-price  and  fixed-price  with  escala¬ 
tion  negotiated  contracts  which  exceed 
$100,000  when  the  price  is  based  on  ade¬ 
quate  price  competition,  established  cat¬ 
alog  or  market  prices  of  commercial 
items  solds  in  substantial  quantities  to 
the  general  public,  or  prices  set  by  law 
or  regulation.  In  negotiated  contracts, 
delete  from  paragraph  (b)  of  the  clause 
the  words  “the  Comptroller  Gleneral  of 
the  United  States”. 

Audit — ^Price  Ad justmbnts  (SepT.  1964) 

(a)  This  clause  shall  become  operative 
only  with  respect  to  any  change  or  other 
modification  made  pursuant  to  one  or  more 
provisions  of  this  contract  which  Involves 
a  price  adjustment  in  excess  of  $100,000, 
nniwmt  the  price  adjustment  is  based  on  ade¬ 
quate  price  competition,  established  catalog 
or  market  prices  of  commercial  items  sold  in 
substantial  quantities  to  the  general  public, 
or  prices  set  by  law  or  regulation. 

(b)  For  purposes  of  verifying  that  cost  or 
pricing  data  submitted  in  conjunction  with 
a  contract  change  or  other  modification  in¬ 
volving  an  amount  in  excess  of  $100,000  are 
accurate,  complete,  and  current,  the  Con¬ 
tracting  Officer,  the  Comptroller  General  of 
the  United  States,  or  stny  authorized  repre¬ 
sentatives.  shall — ^until  the  expiration  of 
three  years  from  the  date  of  final  payment 
under  this  contract — have  the  right  to  ex¬ 
amine  those  books,  records,  documents  and 
other  supporting  data  which  will  permit  ade-' 
quate  evaluation  of  the  cost  or  pricing  data 
submitted,  along  with  the  computations  and 
projections  used  therein,  which  were  avail¬ 
able  to  the  Contractor  as  of  the  date  of  ex¬ 
ecution  of  ttie  Contractor’s  Certificate  of 
Current  Cost  or  Pricing  Data. 

(c)  The  Contractor  agrees  to  insert  the 
substance  of  this  clause  in  all  subcontracts 
hereunder  in  excess  of  $100,000  so  as  to  apply 
xmtll  three  years  after  final  pairment  under 
the  subcontract  and  only  when  the  change  or 
other  modification  to  the  subcontract  re¬ 
sults  from  a  change  or  other  modification  to 
the  Government  prime  contract. 

(c)  Insert  the  following  clause  in  any 
negotiated  cost-reimbursement  type,  in¬ 
centive,  or  price  redeterminable  contract. 

Ainnr  and  Records  (Sept.  1964) 

(a)  The  Contractor  shall  maintain  books, 
records,  dociunents,  and  other  evidence  and 
accounting  procedures  and  practices,  suffi¬ 
cient  to  reflect  properly  aU  direct  and  indirect 
costs  of  whatever  nature  claimed  to  have 
been  incurred  and  anticipated  to  be  incurred 
for  the  performance  of  this  contract.  The 
foregoing  constitute  “records”  for  the  pur¬ 
poses  of  this  clause. 

(b)  The  Contractor’s  plants,  or  such  part 
thereof  as  may  be  engaged  in  the  performance 
of  this  contract,  and  his  records  shaU  be  sub¬ 
ject  at  aU  reasonable  times  to  inspection  and 
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audit  by  the  Contracting  Officer  or  his  aur 
thorlaed  representative. 

(c)  The  Contracted  shall  preserve  and 
make  available  his  records  (i)  untU  the 
expiration  of  three  years  frmn  the  date  of 
final  payment  under  this  contract,  and  (il) 
tor  such  longer  period,  if  any.  as  is  required 
by  applicable  statute,  or  by  other  clauses  of 
this  contract,  or  by  (A)  or  (B)  below. 

(A)  If  this  contract  is  completely  or  par¬ 
tially  terminated,  the  records  relating  to  the 
work  terminated  shaU  be  preserved  and  made 
available  for  a  period  of  three  years  from 
the  date  of  any  resulting  final  settlement. 

(B)  Records  which  relate  to  (i)  appeals 
under  the  “Disputes”  clause  of  this  contract 
or  (ii)  Utigation  or  the  settlement  of  claims 
arising  out  pf  the  performance  of  this  con¬ 
tract,  shall  be  retained  imtU  such  appeals, 
Utigation.  or  claims  have  been  disposed  of. 

(d) (1)  The  Contractor  shaU  Insert  the 
substance  of  this  clause,  including  the 
whole  of  this  paragraph  (d),  in  each  sub¬ 
contract  hereunder  Uiat  is  not  on  a  firm 
fixed-price  basis. 

(2)  The  Contractor  shall  insert  the  sub¬ 
stance  of  the  foUowing  clause  in  each  firm 
fixed-price  subcontract  hereunder  in  excess 
of  $100,000,  except  those  subcontracts  covered 
by  subparagraph  (3)  below. 

Audit 

(a)  For  purposes  of  verifying  that  cost  or 
pricing  data  submitted  in  conjtmctlon  with 
the  negotiatioxx  of  this  contract  or  any  con¬ 
tract  change  or  other  modification  involving 
an  amount  in  excess  of  $100,000  are  accurate, 
complete,  and  current,  the  Contracting 
Officer,  or  his  authorized  representatives, 
shall — ^until  the  expiration  of  three  years 
from  the  date  of  final  pa3rment  under  this 
contract — ^have  the  right  to  examine  those 
books,  records,  documents,  and  other  sup- 
pOTting  data  which  will  permit  adequate 
evaluation  of  the  cost  or  i^cing  data  sub¬ 
mitted,  along  with  the  computations  and 
projections  used  therein,  which  were  avail¬ 
able  to  the  Contractor  as  of  the  date  of 
execution  of  the  Contractor’s  Certificate  of 
Current  Cost  or  Pricing  Data. 

(b)  The  Contracts  agrees  to  insert  the 
substance  of  this  clause  including  this  para¬ 
graph  (b)  in  all  subcontracts  hereunder  in 
excess  of  $100,000  unless  the  price  is  based 
on  adequate  price  competition,  established 
catalog  or  market  prices  of  commercial  items 
sold  in  substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 

(3)  The  Contractor  shall  insert  the  sub¬ 
stance  of  the  following  clause  in  each  firm 
fixed-price  subcontract  hereunder  in  excess 
of  $100,000  where  the  price  is  based  on  ade¬ 
quate  price  competition,  established  catalog 
or  market  prices  of  commercial  items  sold 
in  substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 

Audit— Price  Adjustments 

(a)  This  clause  shall  become  operative 
only  with  resi>ect  to  any  change  or  other 
modification  made  pursuant  to  one  or  more 
provisions  of  this  contract  which  involves  a 
IMTice  adjustment  in  excess  of  $100,000  unless 
the  price  adjustment  is  based  on  adequate 
price  emnpetition,  established  catalog  or  mar¬ 
ket  prices  of  commercial  items  sold  in  sub¬ 
stantial  quantities  to  the  general  public, 
or  prices  set  by  law  or  regulation  and  further 
provided  that  such  change  or  other  modifi¬ 
cation  to  this  contract  must  result  from  a 
change  or  other  modification  to  the  Govern¬ 
ment  prime  contract. 

(b)  For  purposes  of  verifying  that  any 
cost  or  ixlcing  data  submitted  in  conjunction 
with  a  contract  change  or  other  modification 
involving  an  amoimt  in  excess  of  $100,000 
are  accurate,  complete,  and  current,  the  Con¬ 
tracting  Officer,  or  his  authorized  representa¬ 
tives.  shall — ^until  the  expiration  of  three 
years  frmn  the  date  of  final  payment  under 
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thii  contract — have  the  right  to  examine 
those  books,  records,  documents  and  other 
supporting  data  which  adll  permit  adequate 
evaluation  of  the  cost  or  pricing  data  sub¬ 
mitted.  along  with  the  computations  and 
projections  used  therein,. which  were  avail¬ 
able  to  the  Oontractor  as  ot  the  date  of 
execution  of  the  C!ontractor/s  Certificate  of 
Current  Cost  or  Pricing  Data. 

(c)  The  Contractor  agrees  to  Insert  -the 
substance  of  this  clause  Including  this  para¬ 
graph  (c)  In  all  subcontracts  hereunder  In 
excess  qH  $100,000.  so  as  to  aj^ly  until  three 
years  after  final  payment  of  the  subcontract. 

In  cost-reimbursement  type  contracts 
that  have  separate  period  of  perform¬ 
ance  and  that  are  to  include,  in  the 
Examination  of  Records  clause  pre¬ 
scribed  by  i  7.203-7,  the  alternate  sub- 
paragraph  (a)(4)  which  is  set  forth  in 
S  7.203-7 (b),  the  clause  set  forth  above 
in  this  paragraph  shall  be  modified  by 
adding  the  following  to  paragraph  (c) 
thereof: 

Notwithstanding  the  foregoing,  the  Con¬ 
tractor’s  obligation  to  preserve  and  make 
available  his  records  shall  not  extend  beyond 
the  period  of  his  like  obligation  under  the 
’’Examination  of  Records”  clause  of  this  con¬ 
tract. 

Such  contracts  may  be  administered  as 
indicated  in  S  7.203-7  (b). 

(d)  The  requirement  for  inclusion  of 
the  clauses  in  paragraphs  (a)  and  (b)  of 
this  section  may  be  waived  for  contracts 
with  foreign  governments  or  agencies 
thereof  under  circumstances  where  the 
requirement  for  the  clauses  in  §§  7.104- 
29  and  7.104-42  may  be  waived.  . 

§  7.104-42  Subcontractor  cost  and  pric¬ 
ing  data. 

(a)  •  •  • 

SUBCONTRACTOB  COST  AND  PUCING  DaTA 
(Sept.  1964) 

(a)  ’The  Contractor  shall  require  subcon¬ 
tractors  hereunder  to  submit  cost  or  pricing 
data  under  the  following  circumstances:  (1) 
prior  to  award  of  any  cost -reimbursement 
type.  Incentive,  or  price  redetermlnable  sub¬ 
contract;  (11)  prior  to  the  award  of  any 

'  subcontract  the  price  of  which  is  expected 
to  exceed  1100,000;  (ill)  prior  to  the  pricing 
of  any  subcontract  change  or  other  modifi¬ 
cation  for  which  the  price  adjustment  Is 
expected  to  exceed  $100,000;  except  In  the 
case  of  (11)  or  (ill)  where  the  price  is  based 
on  adequate  price  competition,  established 
catalog  or  market  prices  of  commercial  Items 
sold  In  substantiAl  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 

(b)  The  Contractor  shall  require  subcon¬ 
tractors  to  certify,  in  substantially  the  same 
form  as  that  used  in  the  certificate  by  the 
Prime  Contractor  to  the  Government,  that 
to  the  best  of  their  knowledge  and  belief, 
the  cost  and  pricing  data  submitted  under 
(a)  above  Is  accurate,  complete,  and  current 
as  of  the  date  of  execution,  which  date  shall 
be  as  close  as  possible  to  the  date  of  agree¬ 
ment  on  the  negotiated  price  of  the  sub¬ 
contract. 

(c)  The  Contractor  shall  insert  the  sub¬ 
stance  of  this  clause  Including  this  para¬ 
graph  (c)  In  each  of  his  cost-reimbursement 
type,  price  redetermlnable,  or  Incentive  sub¬ 
contracts  hereunder,  and  In  any  other  sub¬ 
contract  hereunder  which  exceeds  $100,000 
except  where  the  price  thereof  is  based  on 
adequate  price  competition,  established 
catalog  or  market  prices  of  commercial  Items 
sold  In  substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 
In  each  such  excepted  subcontract  heretinder 
In  excess  of  $100,(X)0,  the  Contractor  shall 
Insert  the  substance  of  the  following  clause: 


SUBCONTXACIOB  COST  AND  PXICINa  DATA — 
Pbicx  Adjxjstmxnts 

*(a)  Paragraphs  (b)  and  (c)  of  this  clause 
shall  become  oper^ve  only  with  respect  to 
any  change  or  other  modification  made  pur- 
siuint  to  one  or  more  provisions  of  this  con¬ 
tract  which  Involves  a  'price  adjiistment  In 
excess  of  $100,000.  The  reqxilrements  of  this 
(dause  shall  be  limited  to  such  price  adjust¬ 
ments. 

(b)  The  Contractor  shall  require  subcon¬ 
tractors  hereunder  to  submit  cost  or  pricing 
data  under  the  following  circumstances:  (1) 
prior  to  award  of  any  cost-reimbursement 
type.  Incentive  or  price  redetermlnable  sub¬ 
contract;  (li)  prior  to  award  of  any  sub¬ 
contract,  the  price  of  which  Is  expected  to 
exceed  $100,0(X);  (lil)  prior  to  the  pricing 
of  any  subcontract  change  or  other  modifi¬ 
cation  for  which  the  price  adjustment  Is 
expected  to  exceed  $100,000;  except.  In  the 
case  of  (11)  or  (Hi),  where  the  price  is  based 
on  adequate  price  competition,  established 
catalog  or  market  prices  of  commercial  Items 
sold  la  substantial  quantities  to  the  general 
public,  or  prices  set  by  law  or  regulation. 

(c)  ’The  Contractor  shall  require  subcon¬ 
tractors  to  certify.  In  substantially  the  same 
form  as  that  used  in  the  certificate  by  the 
Prime  Contractor  to  the  Government,  that 
to  the  best  of  their  knowledge  and  belief  the 
cost  and  pricing  data  submitted  under  (b) 
above  is  accurate,  complete,  and  current  as 
of  the  date  of  execution,  which  date  shall 
be  as  close  as  possible  to  the  date  of  agree¬ 
ment  on  the  negotiated  price  of  the  contract 
modification. 

(d)  The  Contractor  shall  Insert  the  sub¬ 
stance  of  this  clause  Including  this  para¬ 
graph  (d)  In  each  subcontract  hereunder 
which  exceeds  $100,000. 

•  •  •  *  * 

§  7.104—51  Commercial  warranty. 

In  accordance  with  S  1.324  of  this  chap¬ 
ter,  insert  the  clause  in  S  1.324-2. 

§  7.105—10  Supply  warranty. 

In  accordance  with  fi  1.324  of  this 
chapter,  an  appropriate  supply  warranty 
clause  may  be  inserted. 

12.  A  new  Subpart  G  is  added,  to  read 
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7.703- 17 

7.703- 18 

7.703- 19 

7.703- 20 
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7.703-26 
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Inspection. 

7.703-26 

Excusable  delays. 

Location  of  the  facilities. 

7.703-27 

Government  bills  of  lading. 

7.703-28 

Allowable  cost  and  payment. 

7.703-29 

Limitation  of  cost. 

7.703-30 

Use  and  charges. 

7.703-31 
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7.703-32 

Maintenance. 

7.703-33 
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7.703-34 

Access. 

7.703-35 

Property  control. 

7.703-36 

Liability  for  the  faculties. 
Insurance — LlalHUty  to  third  per¬ 

7.708-37 

sons. 

Indemnification  of  the  Govern¬ 

7.703-38 

ment. 

7.703-39 

Stem  work  orders. 

’Termination  of  work. 

7.703-40 

Notice  of  use  of  the  faciUties. 

7.703-41 

Termination  of  the  use  of  the 
faculties. 

7.703-42 

Period  of  this  contract. 

7.703-43 

Disposition  of  the  faculties. 

FaUfire  to  perf  (xm.  ' 
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Disputes. 

Military  security  requirements. 

Authorlaatlon  and  consent. 

Notice  and  assistance  regarding 
patent  and  copyright  Infringe, 
ment. 

Patent  ox  proprietary  rights  in 
facilities. 

Subcontracts. 

Utilization  of  small  business  con¬ 
cerns. 

Utilization  of  concerns  In  labor 
siurplus  areas. 

Buy  American  Act. 

Assigiunent  of  claims. 

Renegotiation. 

OflKclals  Hot  to  benefit. 

Gratuities. 

Covenant  against  contingent  fees. 

Payment  for  overtime  premiums. 

Convict  labor. 

Equal  oppcfftunlty. 

Walsh-Healey  Public  Contracts 
Act.  t 

Work  Hours  Act  of  1962 — Overtime 
compensation. 

Price  reduction  for  defective  cost 
or  pricing  data. 

Audit  and  records. 

Subcontractor  cost  and  pricing 
data. 

Competition  In  subcontracting. 

Required  clauses  for  facilities  ac¬ 
quisition  contracts. 

Definitions. 

Facilities  to  be  provided. 

Late  delivery,  diversion,  and  sub¬ 
stitution. 

Changes. 

Representations  and  warranties. 

Inspection. 

Excusable  delajrs. 

Government  bills  of  lading. 

Allowable  cost  and  payment. 

Llmltatlcm  of  cost. 

Examination  of  records. 

’I’ltle. 

Access. 

Liability  for  the  facilities. 

Insurance — ^Liability  to  third  per¬ 
sons. 

Indemnification  of  the  Govern¬ 
ment. 

Stop  work  orders. 

Termlilatlon  of  work. 

Failure  to  perform. 

Disputes. 

Military  security  requirements. 

Authorization  and  consent. 

Notice  and  assistance  regarding 
patent  and  copyright  infringe¬ 
ment. 

Patent  or  proprietary  rights  in 
facilities. 

Subcontracts. 

Utilization  of  small  business  con¬ 
cerns. 

Utilization  of  concerns  in  labor 
surplus  areas. 

Buy  American  Act. 

Assignment  of  claims. 

Renegotiation. 

Officials  not  to  benefit. 

Gratuities. 

Covenant  against  contingent  fees. 

'  Payment  for  overtime  premiums. 

Convict  labOT. 

Equal  Importunity. 

Walsh-Healey  Public  Contracts 
Act. 

Work  Hours  Act  of  1962— Overtime 
compensation. 

Supersedure. 

Price  reduction  for  defective  cost 
or  pricing  data. 

Audit  and  records. 

Subcontractor  cost  and  pricing 
data. 

Competition  in  subcontracting. 

Required  clauses  for  faculties  iise 
contracts. 


Saturday,  October  31,  1964 


FEDERAL  REGISTER 


14823 


7.704- 1  Dellnitloiui. 

7.704- 2  Use  at  charges. 

7.704- 3  Allowable  cost  and  payment. 

7  704-4  Limitation  of  cost. 

7.704- 6  Examination  of  records. 

7.704- 3  Location  of  the  facilities. 

7.704- 7  Maintenance. 

7.704- 3  Inspection. 

7.704- 9  Title. 

7.704- 10  Access. 

7.704- 11  Property  control. 

7.704- 12  Representations  and  warranties. 

7.704- 13  Government  bills  of  lading. 

7.704- 14  Liability  for  the  facilities. 

7.704- 16  Indemnification  of  the  Gbvem- 

ment. 

7.704- 16  Notice  of  use  of  the  facilities. 

7.704- 17  Termination  of  the  use  of  the  fa¬ 

cilities. 

7.704- 18  Period  of  this  contract. 

7.704- 19  Disposition  of  the  facilities. 

7.704- 20  Failure  to  perform. 

7.704- 21  Disputes. 

7.704- 22  Military  security  requirements. 

7.704- 23  Assignment  of  claims. 

7.704- 24  Officials  not  to  benefit. 

7.704- 26  Gratuities. 

7.704- 26  CkJvenant  against  contingent  fees. 

7.704- 27  Payment  for  overtime  premiums. 

7.704- 28  Convict  labor. 

7.704- 29  Equal  opportunity. 

7.704- 30  Work  Hours  Act  of  1962 — Overtime 

compensation. 

7.704- 31  Supersediure. 

7.704- 32  Price  reduction  for  defective  cost 

or  pricing  data. 

7.704- 33  Audit  and  reports. 

7.704- 34  Subcontractor  cost  and  pricing 

data. 

7.704- 35  CcHnpetition  in  subcontracting. 

7.705  Clauses  to  be  used  when  appli¬ 
cable. 

7.705- 1  Bights  in  data. 

7.705- 2  Filing  of  patent  applications. 

7.705- 3  Priorities,  allocations,  and  allot¬ 

ments. 

7.705- 4  Transportation  of  title  to  the  fa¬ 

cilities. 

7.705- 5  Labor  standards  for  construction 

W<H'k. 

7.705- 6  Buy  American  Act — Construction 

contracts. 

7.705- 7  Improvements  to  buildings  or  land 

owned  by  the  Government. 

7.705- 8  Patent  rights. 

7.705- 9  Required  source  for  Jewel  bearings. 

7.705- 10  Changes  to  make-or-buy  program. 

7.705- 11  Interest. 

7.705- 12  Negotiated  overhead  rates. 

7.705- 13  Advance  payments. 

AuTHoamr:  The  provisions  of  this  Sub¬ 
part  G  issued  under  sec.  2202,  70A  Stat.  120; 
10  US.C.  2202.  Interpret  or  apply  secs.  2301- 
2314,  70A  Stat.  127-133;  10  UJ3.C.  2301-2314. 

Subpart  G — Clauses  for  Facilities 
Contracts 

§  7.701  Applicability. 

As  used  throughout  this  subpart,  the 
term  “facilities  contract”  means  a  con¬ 
tract  under  which  Government  facilities 
we  provided  to  a  contractor  by  the  Gov¬ 
ernment  for  use  in  connection  with  the 
performance  of  a  separate  contract  or 
contracts  for  supplies  or  services.  When 
property  other  than  facilities  is  provided 
under  a  facilities  contract,  it  shaU  be 
considered  facilities  for  the  purposes  of 
that  contract.  Facilities  contracts  may 
tahe  any  of  the  following  forms: 

(a)  Consolidated  facilities  contracts, 
which  provide  for  both — 

(1)  The  acquisition,  construction,  and 
histallation  of  facilities;  and 


(2)  The  use,  maintenance,  accounta¬ 
bility,  and  disposition  of  facilities; 

(b)  Faciliti^  acquisition  contracts, 
which  provide  for  the  acquisition,  con¬ 
struction,  and  installation  of  facilities; 
or 

(c)  Facilities  use  contracts,  which 
provide  for  the  use,  maintenance,  ac- 
coimtability,  and  dls^ition  of  facilities. 

§  7.702  Required  clauses  for  consoli¬ 
dated  facilities  contracts. 

The  following  clauses  shall  be  inserted 
in  all  consolidated  facilities  contracts. 

§  7.702—1  Definitions. 

Insert  the  contract  clause  set  forth  in 
§  7.703-1  together  with  the  following  ad¬ 
ditional  definitions. 

(d)  “Related  procurement  contract”  means 
a  Government  contract  or  subcontract  there- 
xmder  for  furnishing  supplies  or  services  of 
any  description,  for  the  performance  of  which 
the  vise  of  the  Facilities  is  or  may  be  au¬ 
thorised. 

(e)  “Facilities”  means,  for  pvirposes  of  this 
contract,  aU  property  provided  under  this 
contract.  (Sept.  1964) 

Additional  definitions  may  be  included 
in  such  clause  provided  they  are  not  in¬ 
consistent  with  such  clause  or  the  pro¬ 
visions  of  this  Regulation. 

§  7.702—2  Facilities  to  be  provided. 

Facjutixs  To  Bx  Provided  (Sept.  1964) 

(a)  The  Contractor,  at  Government  ex¬ 
pense  and  subject  to  the  terms  and  condi¬ 
tions  of  this  contract,  shall  acquire,  con¬ 
struct,  or  install  the  Facilities,  and  perform 
the  vrork  related  thereto,  described  in  the 
Schedule. 

(b)  The  Government,  subject  to  the  terms 
and  conditions  df  this  contract,  shall  fvimlsh 
to  the  Contractor  the  Faculties  Identified 
in  the  Schedule  as  Govemment-fumished 
Faculties.  The  Contractor,  at  Government 
expense.  shaU  perform  such  work  with  re¬ 
spect  to  these  Government-furnished  Fa¬ 
culties  as  may  be  described  in  the  Schedule. 

§  7.702—3  Late  delivery,  diversion,  and 
*  substitution. 

Late  Deuvert,  Diversion,  and  SuBSTirunoN 
(Sept.  1964) 

(a)  The  Government  shaU  not  be  liable 
to  the  Contractor  for  breach  of  contract  by 
reason  of  nondelivery  <x  of  any  delay  in  the 
delivery  of  the  Faculties  to  be  furnished  by 
the  Government  hereunder. 

(b)  The  Government,  if  it  is  determined  by 
the  Contracting  Officer  to  be  in  the  best 
Interest  of  the  Government,  may  divert  the 
Faculties  by  directing: 

(1)  delivery  of  any  or  aU  of  the  Faculties 
acquired  by  or  furnished  to  the  Contractor 
hereunder  to  locations  other  than  those  spec¬ 
ified  in  the  Schedule;  and 

(U)  assignment,  to  the  Government  or  to 
third  parties,  of  purchase  orders  or  subcon¬ 
tracts  of  the  Contractor  for  any  or  all  of  the 
Faculties  hereunder. 

The  work  performed  by  the  Contractor  in 
complying  with  such  directions  shall  be  at 
Government  expense. 

(c)  The  Government  may  furnish  any 
item  of  the  Faculties,  in  lieu  of  the  acquisi¬ 
tion  or  construction  hereof  by  the  Contrac¬ 
tor.  In  such  event,  the  work  performed  by 
the  Contractor  in  connection  with  the  ac¬ 
quisition  or  consWuction  of  such  Faculties, 
including  the  cost  of  terminating  pvirchase 
orders  or  subcontracts  therefor,  shall  be  at 
Government  expense. 

(d)  Appropriate  equitable  adjustment 
may  be  made  in  any  related  procurement 
contract  at  the  Contractor  which  so  provides 

A 


and  which  is  affected  by  any  nondelivery, 
delay,  diversion,  or  substitutiop  under  this 
clause. 

§  7.702—4  Changes. 

Changes  (Sept.  1964) 

(a)  The  Contracting  Officer  may  at  any 
time,  by  written  order  and  without  notice 
to  the  s\u*etie8,  if  any,  make  changes  within 
the  general  scope  of  this  contract,  in  the  Fa¬ 
culties  or  work  described  in  the  Schedule. 
Work  performed  by  the  Contractor  in  com¬ 
plying  with  any  such  ora&c  shall  be  at  Gov¬ 
ernment  expense.  If  any  such  change  causes 
an  Increase  or  decrease  in  the  estimated  cost 
of  this  contract,  in  the  time  required  for 
its  performance,  or  otherwise  affects  any  oth¬ 
er  provision  of  this  contract,  an  equitable  ad¬ 
justment  shall  be  made  in  the  estimated  cost, 
the  completion  schedule,  or  both,  and  the 
contract  shall  be  modified  in  writing  accord¬ 
ingly.  Any  claim  by  the  Contractor  for  ad¬ 
justment  under  this  clause  must  be  asserted 
within  thirty  (30)  days  from  the  date  of 
receipt  by  the  Contractor  of  the  notification 
of  change:  Provided,  however.  That  the  Con¬ 
tracting  Officer,  if  he  decides  that  the  facts 
Justify  such  action,  may  receive  and  act  upon 
any  such  claim  asserted  at  any  time  prior  to 
final  pairment  under  this  contract.  Failure 
to  agree  to  any  adjustment  shall  be  a  dis¬ 
pute  concerning  a  question  of  fact  within 
the  meaning  of  the  “Disputes”  clause  of  this 
contract.  However,  nothing  in  this  clause 
shall  excuse  the  Contractor  from  proceeding 
with  the  contract  as  changed. 

(b)  Appropriate  equitable  adjustment 
may  be  made  in  any  related  procurement 
contract  of  the  Contractor  which  so  provides 
and  which  is  affected  by  any  such  change. 

In  the  foregoing  clause,  the  period  of 
“thirty  (30)  days”  within  which  any 
claim  'or  adjustment  must  be  asserted 
may  be  varied  in  accordance  with  De¬ 
partmental  procedures. 

§  7.702—5  Representations  and  warran¬ 
ties. 

Representations  and  Warranties  (Sept. 

1964) 

(a)  The  Government  makes  no  warranty, 
express  or  implied,  regarding  the  condition 
or  fitness  for  use  of  any  item  of  the  Facilities. 
To  the  extent  practicable,  the  Contractor 
shall  be  afforded  an  opportunity  to  Inspect 
all  items  of  Facilities  that  are  to  be  fur¬ 
nished  by  the  Government  prior  to  the  ship¬ 
ment  of  such  Facilities  to  the  Contractor. 
In  the  event  that  any  item  of  such  Facilities 
is  received  by  the  Contractor  in  a  condition 
not  suitable  for  the  intended  use,  the  Con¬ 
tractor  shall,  within  thirty  (30)  days  after 
receipt  and  installation  thereof,  notify  the 
Contracting  Officer  of  such  fact  and,  as  di¬ 
rected  by  the  Contracting  Officer  and  at  Gov¬ 
ernment  expense,  either  (1)  return  such  item 
or  otherwise  dispose  of  it,  or  (il)  effect  re¬ 
pairs  or  modifications. 

(b)  Appropriate  equitable  adjustment  may 
be  made  in  any  related  procurement  contract 
of  tiie  Contractor  which  so  provides  and 
which  is  affected  by  the  return  or  disposi¬ 
tion,  or  the  repair  or  modification,  of  any 
item  of  Facilities  under  paragraph  (a)  above. 

§  7.702—6  Inspection. 

Inspection  (Sept.  1964) 

(a)  The  Faculties  and  work  called  for  by 
this  contract  shall  be  subject  to  inspection 
and  test  by  the  Government,  to  the  extent 
practicable  at  aU  times  and  places  including 
the  period  of  manufacture.  The  Contractor 
shall  provide  and  maintain  an  inspection 
system  acceptable  to  the  Government  cover¬ 
ing  the  Facilities  and  work  called  for  by  this 
contract.  The  Government,  through  any  au¬ 
thorized  representative,  may  inspect  such 
Facilities  and  work  at  the  plant  or  plants  of 
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the  Contractor  or  any  of  his  suboontractors 
engaged  In  the  performance  of  this  contract. 

If  any  Inspection  or  test  is  made  by  the  Gov¬ 
ernment  on  the  premises  of  the  Contractor 
or  a  subcontractor,  the  Contractor  shall  pro¬ 
vide  and  shall  require  subcontractors  to 
provide  all  reasonable  facilities  and  assist¬ 
ance  lor  the  safety  and  convenience  of  the 
Government  inspectors  In  the  performance 
of  their  duties.  All  Inspections  and  tests 
by  the  'Government  shall  be  performed  In 
such  a  manner  as  will  not  unduly  delay  the 
work  to  be  performed  by  the  Contractor 
under  this  contract  or  any  related  procure¬ 
ment  contract. 

(b)  ^The  Contracting  Officer  may  at  any 
time  require  the  Contractor  to  remedy  by 
correction  or  replacement  any  Facilities  or 
work  which  are  defective  or  otherwise  not 
In  conformity  with  the  requirements  of  this 
contract.  Except  as  otherwise  provided  In 
paragraph  (c)  below,  such  corrections  and 
replacements  shall  be  carried  out  at  Govern¬ 
ment  expense  If  under  the  terms  of  this 
contract  the  Facilities  or  work  thus  corrected 
or  replaced  were  initially  provided  or  re¬ 
quired  to  be  performed  at  Government  ex¬ 
pense. 

(c)  The  Contracting  Officer  may  at  any 
^  time  require  the  Contractor,  without  cost 

to  the  Government  hereunder  or  under  any 
of  Its  related  procuronent  contracts  or  sub¬ 
contracts.  to  correct  or  replace  any  Facilities 
or  work  which  are  defective  or  otherwise  not 
In  conformity  with  the  requirements  of  this 
contract.  If  such  defects  or  failures,  axe  due 
to: 

(I)  fraud,  lack  of  good  faith,  or  willful 
misconduct  on  the  part  of  any  of  the  Con¬ 
tractor’s  directors  or  officers,  or  on  the  part 
of  any  of  his  managers,  superintendents,  or 
other  equlvaloit  representatives  who  has 
supervision  or  direction  of — 

(A)  all  or  substantially  all  of, the  Con¬ 
tractor’s  business; 

(B)  all  or  substantially  all  of  the  Con¬ 
tractor’s  operations  at  any  one  plant  or 
separate  location  In  which  this  contract  is 
being  performed;  or 

(C)  a  separate  and  complete  major  Indus¬ 
trial  operation  In  connection  with  the  per¬ 
formance  of  this  contract;  or 

(II)  The  conduct  of  one  or  more  Indlvid- 
\ial  employees  selected  or  retained  by  the 
Contractor  after  any  of  the  supervisory  per¬ 
sonnel  described  In  (1)  above  has  reasonable 
grounds  to  believe  that  any  such  employee  is 
habitually  careless  or  otherwise  unqualified. 

(d)  Corrected  or  replaced  Facilities  or 
work  shall  be  subject  to  the  provisions  of 
this  clause  In  the  same  manner  and  to  the 
same  extent  as  Facilities  or  work  originally 
completed  under  this  contract. 

(e)  The  Contractor  shall  make  his  records 
of  all  Inspection  work  available  to  the  Gov¬ 
ernment  during  the  performance  of  this  con¬ 
tract  and  for  such  longer  periods  as  may 
be  specified  In  this  contract. 

§  7.702—7  Excusable  delays. 

Insert  the  clause  set  forth  in  §  8.708 
of  this  chapter,  exc^t  that  the  reference 
in  the  last  senten:e  thereof  to  the  clause 
entitled  ’’Termination”  shall  be  changed 
to  read  ’’Termination  of  Work”. 

§  7.702—8  Location  of  the  facilities. 

Location  op  the  Facuxites  (Sept.  1964) 

'The  Contractor  may  use  the  Facilities  at' 
any  of  the  locations  specified  In  the  Sched¬ 
ule,  and,  with  the  prior  written  approval  of 
the  Contracting  Officer,  at  any  other  loca¬ 
tion.  In  granting  this  approval,  the  Con¬ 
tracting  Officer  may  prescilte  such  terms  and 
conditions  as  he  may  deem'  necessary  for  the 
protection  of  the  Government’s  Interest  In 
the  Facilities  Involved.  Notwithstanding 
any  Inconsistency  with  the  provisions  of 
this  contract,  such  terms  and  conditions 
shall  prevaU. 


§  7.702—9  Government  bills  of  lading. 
Goveenicemt  Bnus  or  Lading  (Sept.  1964) 

An  shipments  of  the  Facilities  shall  be 
made  on  Government  bills  of  lading,  unless 
otherwise  authorized  by  the  Con^cnctlng 
Officer.  The  required  number  of  such  Gov¬ 
ernment  bills  of  lading  will  be  furnished  to 
the  extractor  by,  and  the  Contractor  shall 
be  accountable  therefbr  to,  the  transporta¬ 
tion  activity  designated  by  the  Contracting 
Officer.* 

§  7.702—10  Allowable  cost  and  payment. 

(a)  Subject  to  the  instructions  set 
forth  in  paragraph  (b)  of  this  section, 
insert  the  following  clause. 

Allowable  Cost  and  Patment  (Sept.  1964) 

(a)  For  the  performance  of  any  work, 
duty,  or  obligation  by  the  Contractor  under 
this  contract  which  is  provided  herein  to 
be  at  Government  expense,  the  Government 
shall  pay  the  Contractor  the  cost  thereof, 
determined  by  the  Contracting  Officer**  to 
be  allowable  In  accca^ance  with  (1)  Section 
XV,  Part  5,  of  the  Armed  Services  Procure¬ 
ment  Regulation  In  effect  as  of  the  date 
of  this  contract;  and  (11)  the  terms  of  this 
contract. 

(b)  Except  as  otherwise  specifically  pro¬ 
vided  In  this  contract,  the  faUure  of  this 
contract  to  provide  for  reimbursement  shall 
not  preclude  the  Contractor  from  Includ¬ 
ing,  as  part  of  the  price  or  cost  under  any 
other  Government  contract  or  subcontract, 
an  allocable  portion  of  the  costs  Incurred 
in  the  performance  of  any  work,  duty,  or 
obligation  under  this  contract  which  are  not 
reimbursable  hereunder. 

(c)  Once  each  month  (or  at  more  fre¬ 
quent  Intervals,  if  approved  by  the  Con¬ 
tracting  Officer**),  the  Contractor  may 
submit  to  an  authorized  representative  of 
the  Contracting  Officer**,  In  such  form  and 
reasonable  detail  as  such  representative  may 
require,  an  Invoice  or  public  voucher  sup¬ 
ported  by  a  statement  of  cost  Incurred  by 
the  Contractor  in  the  performance  of  this 
contract  and  claimed  to  constitute  allow¬ 
able  cost. 

(d)  Promptly  after  receipt  of  each  Invoice 
or  voucher  and  statement  of  cost,  the 
Government  shall,  except  as  otherwise  pro¬ 
vided  In  this  contract,  subject  to  the  provi¬ 
sions  of  paragraph  (e)  below,  make  payment 
thereof  as  approved  by  the  Contracting 
Officer**. 

(e)  At  any  time  or  times  prior  to  final 
payment  under  this  contract,  the  Con¬ 
tracting  Officer**  may  have  the  Invoices 
or  vouchers  and  statements  of  cost  audited. 
Each  payment  theretofore  made  shall  be 
subject  to  reduction  for  amounts  included 
In  the  related  lnv<^ce  or  voucher  which  are 
found  by  the  Contracting  Officer**,  on  the 
basis  of  such  audit,  not  to  constitute  allow¬ 
able  cost.  Any  payment  may  be  reduced 
for  overpajrments,  or  Increased  lor  imder- 
pajrments,  on  preceding  Invoices  or  vouchers. 

(f)  The  Contractor  agrees  that  any  re¬ 
funds,  rebates,  credits,  or  other  amounts 
(Including  any  Interest  thereon)  accruing  to 
or  received  by  the  Contractor  or  any 
assignee  under  this  contract  shall  be  paid 
by  the  Contractor  to  the  Government,  to 
the  extent  that  they  are  properly  allocable 
to  costs  for  which  the  Contractor  has  been 
reimbursed  by  the  Government  under  this 
contract.  Reasonable  expenses  incurred  by 
the  Contractor  for  the  purpose  of  securing 


*  In  contracts  of  the  Department  of  the 
Navy,  Insert  “the  Cognizant  Inspector’’  In 
lieu  of  “the  Contracting  OfflcM*’’. 

*  *  In  contracts  of  the  D^>artment  oi  the 
Navy,  Insert  “the  Director,  Contract  Audit 
Division,  Auditor  General  of  the  Navy, 
Washington,  D.C.”  In  lieu  of  “the  Contract¬ 
ing  Officer”, 


such  refimds,  rebates,  credits,  or  other 
amounts  shall  be  allowable  cost  hereunder 
when  approved  by  the  Contracting  Officer. 
Prior  to  final  payment  imder  this  contract, 
the  Contractor  and  each  assignee  imder 
this  contract  whose  assignment  Is  In  effect 
at  the  time  of  final  payment  under  this 
contract  shall  execute  and  deliver: 

(I)  an  assignment  to  the  Government,  in 
form  and  substance  satisfactory  to  the 
Contracting  Officer,  of  refunds,  rebates, 
credits,  or  other  amounts  (Including  any 
Interest  thereon)  properly  allocable  to  costs 
for  which  the  Contractor  has  been  reim¬ 
bursed  by  the  Government  under  this  con¬ 
tract;  and 

(II)  a  release  discharging  the  Govern¬ 
ment,  Its  cheers,  agents,  and  employees 
from  all  llabUitles,  obligations,  and  claims 
arising  out  of  or  under  this  contract,  sub¬ 
ject  only  to  the  following  exceptions — 

(A)  specified  claims  In  stated  amounts  or 
In  estimated  amounts  where  the  amounts 
are  not  susceptible  of  exact  statement  by 
the  Contractor; 

(B)  claims,  together  with  reasonable  ex¬ 
penses  incidental  thereto,  baaed  upon  lia¬ 
bilities  of  the  Contractor  to  third  parties 
arising  out  of  the  performance  of  this  con¬ 
tract:  Provided.  That  such  claims  are  not 
known  to  the  Contractor  on  the  date  of  the 
execution  of  the  release:  And  provided  fur¬ 
ther,  That  the  Contractor  g;lves  notice  of 
such  claims  In  writing  to  the  Contracting 
Officer  not  more  than  six  (6)  years  after 
the  date  of  the  release  or  the  date  of  any 
notice  to  the  Contractor  that  the  Govern¬ 
ment  Is  prepared  to  make  final  payment, 
whichever  is  earlier;  and 

(C)  claims  for  reimbursement  of  costs 
(other  than  expenses  of  the  Contractor  by 
reason  of  his  indemnification  of  the  Govern¬ 
ment  against  patent  liability).  Including 
reasonable  expenses  incidental  thereto.  In¬ 
curred  by  the  Contractor  under  the  provi¬ 
sions  of  this  contract  relating  to  patents. 

(b)  In  paragraph  (f )  (ii)  (B)  of  the 
foregoing  clause,  the  period  of  years  may 
be  increased  to  correspond  with  any 
statutory  period  of  limitation  applicable 
to  claims  of  third  parties  against  the 
contractor:  Provided.  That  a  corre¬ 
sponding  increase  is  made  in  the  period 
for  retention  of  records  required  in  para¬ 
graph  (a)  (4)  of  the  clause  prescribed  by 
§  7.702-13. 

§7.702—11  Limitation  of  cost. 

Limitation  or  Cost  (Sept.  1964) 

(a)  It  Is  estimated  that  the  total  cost  to 
the  Government  for  the  performance  of  work 
under  this  contract  which  is  provided  herein 
to  be  at  Government  expense  will  not  exceed 
the  estimated  cost  set  forth  In  the  Schedule, 
and  the  Contractor  agrees  to  use  his  best 
efforts  to  perform  such  work  within  such 
estimated  cost.  If  at  any  time  the  Con¬ 
tractor  has  reason  to  believe  that  the  costs 
which  he  expects  to  Incur  in  the  perform¬ 
ance  of  such  work  in  the  next  succeeding 
thirty  (30)  days,  when  added  to  all  costs 
previously  incurred,  will  exceed  eighty-flve 
percent  (85% )  of  the  estimated  cost  then  set 
forth  in  the  Schedule  or  if  at  any  time  the 
Contractor  has  reason  to  believe  that  the 
total  cost  to  the  Government  for  the  per¬ 
formance  of  such  work  will  be  substantially 
greater  or  less  than  the  then  estimated  cost 
thereof,  the  Contractor  shall  notify  the  Con¬ 
tracting  Officer  in  writing  to  that  effect, 
giving  hia  revised  estimate  of  such  total  cost 
for  the  performance  of  such  work, 

(b)  The  Government  shall  not  be  obli¬ 
gated  to  reimburse  the  Contractor  under 
this  contract  for  costs  Incurred  in  excess 
of  the  estimated  cost  set  forth  in  the 
Schedule,  and  the  Contractor  shall  n0“ 
be  obligated  to  continue  the  performance  m 
work  under  this  contract  which  is  provided 
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herein  to  be  at  Oovemnient  expense,  or  to 
Incur  costs  tbwelor.  In  excess  oS  tbe  estl- 
xnated  cost  set  forth  in  the  Schedule,  unless 
and  until  the  Contracting  Offloor  shall  have 
notified  the  Contractor  in  writing  that  such 
estimated  cost  has  been  Increased  and  shall 
have  specified  in  such  notice  a  revised  esti¬ 
mated  cost  which  shall  thereupon  constitute 
the  estimated  cost  of  performing  such  work. 
When  and  to  the  extent  that  the  estimated 
cost  set  forth  in  the  Schedule  has  been  in¬ 
creased,  any  costs  inciurred  by  the  Contractor 
in  excess  of  such  estimated  cost  prior  to 
the  increase  in  estimated  cost  shall  be  allow¬ 
able  to  the  same  extent  as  if  such  coets\had 
been  incurred  after  such  Increase  in  esti¬ 
mated  cost. 

§  7.702—12  Use  and  charges. 

USB  AND  Cbabobs  (Sxft.  1964) 

(a)  The  Contractor  may  use  the  Facilities 
without  charge  in  the  performance  of: 

(f)  prime  contracts  with  the  Government 
which  specifically  authorize  use  without 
charge. 

(ii)  subcontracts  held  by  the  Contractor 
under  Government  prime  contracts  or  sub¬ 
contracts  of  any  tier  thereunder  if  the  Con¬ 
tracting  Officer  having  cognizance  of  the 
prime  contract  concerned  has  authorized  vise 
without  charge  by  approving  a  subcontract 
specifically  authorizing  such  use  c»r  has 
otherwise  authorized  such  use  in  writing, 
and 

(ill)  other  work  with  respect  to  which  the 
Contnu:ting  Officer  has  authorized  use  with¬ 
out  charge  in  writing. 

(b)  Subject  to  the  payment  of  a  rental 
therefor,  the  Contractor  may  use  all  or  part 
of  the  Facilities  in  the  performance  of  work 
other  than  that  specified  in  paragraph  (a) 
above,  as  authorized  by  the  Contracting 
Officer  or  as  specifically  inrovided  in  the 
Schedule.  The  amount  of  rentals  to  be  paid 
for  the  right  to  use  the  Facilities  imder  this 
paragraph  (b)  shall  i>e  determined  in  ac¬ 
cordance  with  the  following  procedure. 

(1)  The  following  bases  are  or  shall  be 
established  in  writing  for  the  rental  com¬ 
putation  prescribed  in  subparagraph  (2) 
below  in  advance  of  any  \ue  of  the  Facilities 
under  this  paragraph: 

(i)  The  rental  rates  tor  the  right  to  use 
the  Facilities  shall  be  those  set  forth  in 
Exhibit  A. 

(ii)  The  acquisition  cost  of  the  Facilities 
shall  be  the  total  cost  to  the  Government,  as 
determined  by  the  Contracting  Officer  of 
each  item  of  the  Facilities,  including  the 
cost  of  the  transportation  and  installation, 
if  such  costs  are  borne  by  the  Government. 
When  Govenunent-owned  special  tooling  or 
accessories  are  rented  with  any  item  of  the 
Facilities,  the  acquisition  cost  shall  be  in¬ 
creased  to  include  the  price  charged  the 
Oovernment  for  such  tooling  or  accessories. 
When  any  item  of  the  Facilities  has  been 
modernized  by  substantial  rebuilding  at 
Government  expense  so  as  to  enhance  its 
(Mginal  capability,  the  acquisition  cost  for 
that  item  shall  include  the  increased  value, 
as  determined  by  the  Contracting  _Officer, 
that  such  rebuilding  and  modernization 
represent.  The  determination  made  by  the 
Contracting  Officer  under  this  subparagraph 
shall  be  final. 

(ill)  The  rental  period  shall  be  not  less 
than  one  month  nor  more  than  six  months, 
as  may  be  mutually  agreed  to. 

(Iv)  For  the  purpose  of  computing  any 
credit  under  subparagraph  (2)  below,  the 
measurement  unit  for  determining  the 
amount  of  use  of  the  Facilities  by  the  Con¬ 
tractor  shall  be  direct  labor  hours,  sales, 
hours  of  use,  or  any  other  measurement  unit 
which  will  result  in  an  equitable  apportion¬ 
ment  of  the  rental  charge,  as  may  be  mutu¬ 
ally  agreed  to. 

(2)  The  Contractor  shall  compute  the 
amount  of  rentals  to  be  paid  for  each  rental 
period,  using  the  bases  established  pursviant 
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to  subparagraph  (1^  above.  Hie  rental  rates 
shall  be  applied  to  the  acquisition  cost  of 
such  of  the  Facilities  as  may  have  been  au¬ 
thorized  for  use  in  advance  pursuant  to  this 
paragraph  (b),  for  each  rental  period.  The 
full  charge  for  each  rental  period,  so  deter¬ 
mined,  shall  be  reduced  by  a  credit  In  the 
amoimt  of  such  rental  as  would  otherwise  be 
properly  allocable  to  work  with  respect  to 
which  the  use  of  the  Facilities  without  charge 
Lb  authorized  In  accordance  with  paragraph 
(a)  above.  Such  credit  shall  be  computed 
by  multiplying  the  fiill  rental  for  the  rental 
period  by  a  fraction  whose  munwator  is  the 
amoimt  of  use  of  the  Facilities  by  the  Con¬ 
tractor  without  charge  during  such  period, 
and  whose  denominator  is  the  total  amount 
of  use  of  the  Facilities  by  the  Contractor 
during  such  period. 

(3)  The  Contractor  shall  submit  to  the 
Contracting  Officer*  within  ninety  (90)  days 
after  the  close  of  each  rental  period  a  written 
statement  of  the  use  made  of  the  Facilities 
by  the  Contractor  and  the  rental  due  the 
Government  hereunder,  and  shall  make 
available  such  records  and  data  as  are  deter¬ 
mined  by  the  Contracting  Officer*  to  be  nec¬ 
essary  to  verify  the  Information  contained 
in  the  statement. 

(4)  If  tile  Contractor  fails  to  submit  the 
statement  within  the  prescribed  ninety  (90) 
day  period,  the  Contractor  shall  be  liable  for 
the  full  rental  for  the  period  in  question, 
subject  to  the  exception  stated  in  subpara¬ 
graph  (6)  below. 

(5)  If  the  Contractor’s  failure  to  submit 
the  statement  within  the  prescribed  ninety 
(90)  day  period  arose  out  of  causes  beyond 
the  control  and  without  the  fault  or  negli¬ 
gence  of  the  Contractor,  the  Contracting  Offi¬ 
cer  shall  grant  to  the  Contractor  in  writing 
a  reasonable  extension  of  time  in  which  to 
make  such  submission. 

(c)  Unless  otherwise  directed  in  writing  by 

the  Contracting  Officer,  the  Contractor  shall 
give  priority  in  the  use  of  the  Facilities  to 
the  performance  of  contracts  and  subcon¬ 
tracts  of  the  Department  of  the _ 

and  shall  not  xmdertake  any  work  involving 
the  use  of  the  Facilities  which  would  inter¬ 
fere  VTith  the  performance  of  existing  Gov¬ 
ernment  contracts  or  subcontracts. 

(d)  Concurrently  with  the  submission  of 
the  written  statement  prescribed  by  para¬ 
graph  (b)  (3)  above,  tiie  Contractor  shall  pay 
the  rental  due  the  Government  under  this 
clatise  by  check  made  payable  to  the  Treas¬ 
urer  of  the  United  States.  Bach  check  shall 
be  mailed  or  delivered  to  the  Contracting 
Officer.*  *  Receipt  ami  acceptance  by  the  Gov¬ 
ernment  of  the  Contractor’s  checks  ptirsiiant 
to  this  paragraph  shall  constitute  an  accord 
and  satisfaction  of  the  final  amount  due  the 
Government  hereunder,  unless  the  Contrac¬ 
tor  is  notified  in  writing  one  hundred  eighty 
(180)  dajrs  following  such  receipt  that  the 
amount  received  is  not  regarded  by  the  Gov¬ 
ernment  as  the  final  amount  due. 

(e)  If  the  Contractor  uses  any  item  of  the 
Facilities  without  authorization,  the  Con¬ 
tractor  shall  be  liable  for  the  full  monthly 
rental,  without  credit,  for  such  item  for  each 
month  or  part  thereof  in  which  such  unau¬ 
thorized  use  occxirs.  However,  the  Contract¬ 
ing  Officer  may  waive  the  Contractor’s  liabil¬ 
ity  for  such  unauthorized  use  if  .he  deter¬ 
mines  that  the  Contractor  exercls^  reason¬ 
able  care  to  prevent  such  unauthorized  use. 
In  this  latter  event,  the  Contractor  shall  be 
liable  only  for  the  rental  that  would  other¬ 
wise  be  due  under  this  clause.  The  accept- 


*In  contracts  of  the  Department  of  the 
Navy,  insert  “the  Director,  Contract  Audit 
Division,  Auditor  General  of  the  Navy,  Wash¬ 
ington.  D.C.’’  in  lieu  of  “the  Contracting 
Officer.’’ 

**In  contracts  of  the  Department  of  the 
Navy,  insert  “U.S.  Navy  Regional  Finance 
Office,  Washington,  D.C.,’’  in  lieu  of  “the 
Contracting  Officer” . 
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ance  of  any  rental  by  the  Government  here¬ 
under  shall  not  be  construed  as  a  waiver  or 
relinquishment  of  any  rights  it  may  have 
against  the  Contractor  growing  out  of  the 
Contractor’s  unauthorized  use  of  the  Facili¬ 
ties  or  any  other  failure  to  perform  this  con¬ 
tract  according  to  its  terms. 

Exhibit  A 

KXNTAI.  BATBS 

The  following  rental  rates  are  the  rental 
rates  referred  to  in  the  clause  of  this  contract 
entitled  “Use  and  Charges”: 

(1)  For  land  and  land  preparation,  build¬ 
ings.  building  Installations,  and  land  instal¬ 
lations  other  than  those  items  specified  in 
(ii)  below,  a  fair  and  reasonable  rental  shall 
be  established,  based  on  sound  commercial 
practice. 

(ii)  For  machinery  and  production  equip¬ 
ment  of  the  type  covered  by  the  following 
classes  of  Production  Equipment: 

Federal  Supply  Clas¬ 
sification  Code 
Numbers  Deacription 

3411  through  3419 _ Machine  trols. 

3441  through  3449—  Secondary  metal- 
forming  Machinery. 
The  following  rates  shall  apply: 


Monthly 

Age  of  Equipment  rental  rate 

0  to  2  years _  1%%. 

Over  2  to  6  years _  !%%• 

Over  6  to  10  years _  1  % . 

Over  10  years _  %%• 


The  age  of  each  Item  of  the  Facilities  shall  be 
based  on  the  year  in  which  it  was  manu¬ 
factured,  with  an  annual  birthday  on  1  Jan¬ 
uary  of  each  year  thereafter.  On  1  January 
following  the  date  of  manufacture,  the  item 
shall  be  considered  one  year  old;  and  on 
each  succeeding  January  1st,  it  shall  become 
one  year  older.  For  example,  if  an  item  of 
equipment  is  manufactured  on  15  July  1958, 
it  will  be  considered  to  be  one  year  old  on  1 
January  1959,  two  years  old  on  1  January 
1960,  three  years  old  on  1  January  1961,  and 
so  forth.  ’The  item  of  equipment  will  be 
considered  “over  two  years  old”  on  and  after 
1  January  1960,  “over  six  years  old”  on  and 
after  1  January  1964,  and  "over  ten  years 
old”  on  and  ^ter  1  January  1968. 

(ill)  For  personal  property  and  equipment 
not  covered  in  (i)  or  (li)  above,  a  rental 
shall  be  established  at  not  less  than  the  pre¬ 
vailing  commercial  rate,  if  any;  or,  in  the 
absence  of  such  rate,  not  less  than  two  per¬ 
cent  (2%)  per  month  for  electronic  test 
equipment  and  automotive  equipment;  and 
not  less  than  one  percent  (1%)  per  month 
for  all  other  property  and  equipment. 

§  7.702—13  Examination  of  records. 

In  accordance  with  the  instructions 
in  §  7.203-7,  insert  the  clause  set  forth 
therein,  except  that  the  first  sentence  of 
paragraph  (a)  (1)  shall  be  deleted  and 
the  following  sentence  inserted  in  lieu 
thereof. 

’The  Contractor  agrees  to  maintain  books, 
records,  dociunents,  and  other  evidence  per¬ 
taining  to  the  costs  and  expenses  of  this 
contract  and  to  the  use  of  and  charges  for 
the  use  of  the  Facilities  (hereinafter  col¬ 
lectively  caUed'“the  records”)  to  the  extent 
and  in  such  detaU  fw  will  properly  refiect  all 
net  costs,  direct  and  indirect,  of  labor,  ma¬ 
terials,  equipment,  supplies,  and  services, 
and  other  costs  and  expenses  of  whatever 
nature,  for  which  reimbursement  is  claimed 
under  the  provisions  of  this  contract,  all  use 
of  the  Facilities,  and  aU  charges  to  be  made 
for  the  use  of  the  Faculties. 

(Sept.  1964) 

§  7—702—14  Maintenance. 

IdAINTENANCX  (SBFT.  1964) 

(a)  Except  as  otherwise  provided  in  the 
Schedule,  the  Contractor  shall  perform 
normal  maintenance  of  the  Faculties  in  ac¬ 
cordance  with  soimd  industrial  practice,  in- 
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eluding  protection,  preeenratlon,  mainte¬ 
nance.  and  repair  at  the  Facilities,  and  with 
respect  to  equipment,  normal  parts  replace¬ 
ment. 

(b)  As  soon  as  practicable  after  the  exe¬ 
cution  of  this  contract,  the  Ckmtractor  shall 
submit  to  the  Contracting  Offleer*  in  writing 
a  proposed  normal  maintenance  program. 
Including  an  appropriate  maintenance  rec¬ 
ords  system,  in  sufficient  detail  to  show  its 
adequacy  as  a  normal  maintenance  program. 
To  the  extent  that  the  Contracting  Officer* 
and  the  Contractor  agree  upon  such  a  pro¬ 
gram.  it  shall  become  the  normal  mainte¬ 
nance  obligation  of  the  Contractor;  and  the 
Contractor  shall  carry  it  out  in  satisfaction 
of  (i)  his  nonnal  maintenance  obligation 
under  paragraph  (a)  above,  and  (ii)  his 
obligation  to  maintain  records  under  para¬ 
graph  (e)  below. 

(c)  The  Contracting  Officer  may  at  any 
time  specify,  by  written  notice  to  the  Con¬ 
tractor.  a  reduction  in  the  work  required  by 
the  then  current  normal  maintenance  obli¬ 
gation  of  the  Contractor.  After  receipt  of 
such  notice,  the  Contractor  shall  perform 
only  such  work  as  is  specified  therein.  If 
any  such  notice  causes  a  decrease  in  the  cost 
of  performing  the  normal  maintenance  obli¬ 
gation,  appropriate  equitable  adjustment 
may  be  made  in  any  related  procurement 
contract  of  the  Contractor  which  so  provides 
and  which  is  affected  by  any  such  decrease. 

(d)  The  Contractor  shall  perform  such 
maintenance  work  as  may  be  directed  by  the 
Contracting  Officer  in  writing.  To  the  ex¬ 
tent  that  such  work  is  in  excess  of  the  Con¬ 
tractor’s  then  cvprenl  normal  maintenance 
obligation  under  para^aphs  (a)  through  (c) 
above,  such  work  shall  be  at  Government 
expense.  The  Contractor  shall  notify  the 
Contracting  Officer  in  writing  whenever,  in 
accordance  with  sound  indxistrial  practice, 
the  Facilities  require  any  work  in  excess  of 
such  normal  maintenance  obligation. 

(e)  The  Contractor  shall  keep  records  of 
the  wtM’k  done  on  the  Facilities  in  perform¬ 
ing  his  obligations  under  this  clause,  and 
shall  afford  the  Government  adequate  oppor¬ 
tunity  to  inspect  all  such  records.  The  Con¬ 
tractor  shall  deliver  such  records  to  the 
Government  or  third  persons,  if  so  directed 
by  the  Contracting  Officer,  whenever  the 
Facilities  to  which  they  relate  are  disposed 
of  hereunder. 

(f )  The  Contractor’s  obligation  under  this 
clause  shall  continue,  with  respect  to  eeM:h 
item  of  the  Facilitiee,  until  such  item  is  re¬ 
moved,  abandoned,  or  otherwise  disposed  of, 
until  expiration  of  the  ninety  (90)  day  period 
prescribed  in  paragraph  (c)  of  the  “Disposi¬ 
tion  of  the  Facilities’’  clause,  or  until  the 
Contractor  has  discharged  his  obligations 
under  this  contract  with  respect  to  such 
items,  whichever  last  occurs. 

§  7.702-15  Tide. 

TItlx  (Skpt.  1964) 

(a)  Title  to  all  P^cilities  and  components 
furnished  by  the  Government  shall  remain 
in  the  Government.  Title  to  all  Facilities 
and  components  purchased  by  the  Contrac¬ 
tor,  for  the  cost  of  which  the  Contractor  is 
entitled  to  be  reimbursed  as  a  direct  item 
of  cost  under  this  contract,  shall  pass  to  and 
vest  in  the  Government  upon  delivery  of 
such  property  by  the  vendor.  Title  to  re¬ 
placement  parts  furnished  by  the  Contractor 
in  carrying  out  his  normal  maintencmee 
obligations  pursuant  to  the  clause  of  this 
contract  entitled  “Maintenance’’  shall  pass 
to  and  vest  in  the  Government  upon  com¬ 
pletion  of  their  installation  in  the  Facilities. 
Title  to  other  property,  the  cost  of  which  is 
reimbursable  to  the  Contractor  under  this 
contract,  shall  pass  to  and  vest  in  the  Gov- 


*In  contracts  of  the  Department  of  the 
Navy,  insert  “the  Cognisant  Inspector’’  in 
lieu  of  “the  Contracting  Officer’’. 


emment  upon  (1)  issuance  for  use  at  such 
property  in  the  performance  of  this  con¬ 
tract;  ae  (il)  commencement  of  processing 
or  use  of  surfi  property  in  the  performance 
of  this  eemtraet;  or  (lii)  reimbursement  of 
the  cost  thereof  by  the  Government,  which¬ 
ever  first  occurs. 

(b)  Title  to  the  Facilities  shall  not  be 
affected  by  their  incorporation  in  or  attach¬ 
ment  to  any  property  not  owned  by  the 
Government,  nor  shall  any  item  of  the  Facil¬ 
ities  be  or  become  a  fixture  or  lose  its  iden¬ 
tity  as  personalty  by  reason  of  affixation  to 
any  realty.  The  Contractor  shall  keep  the 
Facilities  free  and  clear  of  all  liens  and 
encumbrances,  and,  except  as  otherwise  au¬ 
thorized  by  this  contract  or  by  the  Contract¬ 
ing  Officer,  shall  not  remove  or  otherwise 
part  with  possession  of,  or  permit  the  use  by 
others  of  any  of  the  Facilities. 

(c)  The  Contractor  may,  with  the  written 
approval  of  the  Contracting  Officer,  install, 
arrange,  or  rearrange  on  premises  furnished 
by  the  Government  hereunder,  readily 
movable  machinery,  equipment,  and  other 
items  belonging  to  the  Contractor.  Title  to 
any  such  Item  shall  remain  in  the  Contrac¬ 
tor  even  though  it  is  affixed  to  realty  owned 
by  the  Oovermnent,  imless  it  is  so  perma¬ 
nently  attached  to  such  realty  as  tP  be  non¬ 
removable  without  substantial  injury,  as 
determined  by  the  Contracting  Officer,’ to  the 
property  of^the  Government. 

§  7.702—16  Access. 

Access  (Sept.  1964) 

The  Government  and  any  persons  desig¬ 
nated  by  it  shall  at  all  reasonable  times 
have  access  to  the  premises  where  any  of 
the  Facilities  are  located. 

§  7.702—17  Property  control. 

PaOPEBTT  CONTBOL  (SXPT.  1964) 

The  Contractor  shall  maintain  adeqiiate 
property  control  procedures  and  records,  and 
a  system  of  identification  of  the  Facilities, 
in  accordance  with  the  provisions  of  Appen¬ 
dix  B,  “Manual  fesr  Control  of  Government 
Property  in  Possession  of  Contractors’’,  or 
Appendix  C,  “Manual  for  Control  of  Govern¬ 
ment  Property  in  Possession  of  Nonprofit  Re¬ 
search  and  Development  Ckmtractors’’,  of  the 
Armed  Services  Procurement  RegiUatlon,  as 
may  be  appropriate,  in  effect  on  the  date  of 
this  contract. 

§  7.702—18  Liability  for  the  facilities. 

LlASmiTT  Foa  THE  FACmiTIES  (Seft.  1964) 

(a)  The  Contractor  shall  not  be  liable  for 
any  loss  of  or  damage  to  the  Facilities,  or  for 
expenses  incidental  to  such  loss  or  damage, 
except  that  the  Contract<»'  shall  be  respon¬ 
sible  for  any  such  loss  or  damage  (Including 
expenses  Incidental  thereto)  which  results 
from: 

(1)  willful  misconduct  or  lack  of  good  faith 
on  the  part  of  any  one  of  the  Contractor's 
directors  or  officers,  or  on  the  part  of  any  of 
his  managers,  superintendents,  or  other 
equivalent  representatives,  who  has  super¬ 
vision  or  direction  of — 

(A)  all  cm:  substantially  all  of  the  Con¬ 
tractor’s  business;  or 

(B)  all  or  substantially  all  of  the  Con¬ 
tractor’s  operations  at  any  one  plant  or 
separate  location,  in  which  the  Facilities  are 
installed  or  located;  or 

(C)  a  separate  and  complete  major  indus¬ 
trial  operation  in  connection  with  which  the 
Facilities  are  used; 

(il)  a  failure,  on  the  part  of  the  Contrac¬ 
tor,  due  to  the  willful  misconduct  or  lack  of 
good  faith  on  the  part  of  any  of  his  directors, 
officers,  or  other  representatives  mentioned 
In  subparagraph  (1)  above — 

(A)  to  maintain  and  administer,  in  accord¬ 
ance  with  the  clause  of  the  contract  entitled 


“Maintenance”,  a  program  for  maintenance, 
repair,  protection,  and  preservation  of  the 
Facilities,  or 

(B)  to  take  all  reasonable  steps  to  comedy 
with  any  appropriate  written  directions  or 
Instructions  which  the  Contracting  Officer 
may  prescribe  as  reasonably  necessary  for  the 
protection  of  the  Facilities; 

(111)  a  risk  for  which  the  Contractor  is 
otherwise  responsible  under  the  express 
terms  of  the  clause  or  clavises  desig;nated  in 
the  Schedule; 

(Iv)  a  risk  expressly  required  to  be  insured 
pursuant  to  paragraph  (c)  of  this  clause, 
but  only  to  the  extent  of  the  insurance  so 
required  to  be  procured  and  maintained,  or 
to  the  extent  of  insurance  actually  procured 
and  maintained,  whichever  Is  greater;  or 

(v)  a  risk  which  is  In  fact  covered  by  in¬ 
surance  or  for  which  the  Contracts  is  other¬ 
wise  reimbursed,  but  only  to  the  extent  of 
such  Insurance  or  reimbursement; 

Provided,  That,  if  more  than  one  of  the  above 
exceptions  shall  be  applicable  in  any  case, 
the  ContractCH-’s  liability  under  any  one 
exceptl(Hi  shall  not  be  limited  by  any  other 
exception. 

(b)  If  the  Contractor  transfers  the  Facil¬ 
ities  to  the  possession  and  control  of  a  sub¬ 
contractor,  the  transfer  shall  not  affect  the 
liability  eff  the  Contracts  for  loss  or  destruc¬ 
tion  of  or  damage  to  the  Facilities  as  set  forth 
above.  However,  the  Contractor  shall  re¬ 
quire  the  subcontractor  to  assume  the  risk 
of,  and  be  responsible  for.  any  loes  or  destruc¬ 
tion  of  or  damage  4o  the  Facilities  while  in 
the  latter’s  possession  or  control,  except  to 
the  extent  that  the  subcontract,  with  the 
prior  ai^oval  of  the  Contracting  Officer, 
provides  tor  the  relief  of  the  subcontractor 
from  such  liability.  In  the  absence  of  such 
approval,  the  subcontract  shall  contain  ap¬ 
propriate  provisions  requiring  the  return  of 
all  the  Facilities  In  as  good  condition  as  when 
received,  except  for  reasonable  wear  and  tear 
or  for  the  utilization  of  the  Facilities  in  ac¬ 
cordance  with  the  provisions  of  the  prime 
contract. 

(c)  Unless  expressly  directed  in  writing  by 
the  Contracting  Officer*,  the  Contractor  shall 
not  include  as  an  element  of  price  or  cost 
under  any  contract  with  the  Government 
any  amount  on  account  at  the  cost  of  insur¬ 
ance  (including  self-insurance)  against  any 
form  of  loss  or  damage  to  the  Facilities. 
Any  Insiirance  required  under  this  clause 
shall  be  in  such  form,  in  such  amounts,  for 
such  periods  of  time,  and  with  such  insurers 
(including  the  Contractor  as  self-insurer  in 
appropriate  circumstances,  if  so  approved) 
as  the  Contracting  Officer*  shall  require  or 
approve.  Such  insurance  shall  contain  pro¬ 
vision  for  thirty  (30)  days  prior  notice  to 
the  Contracting  Officer*,  in  the  event  of  can¬ 
cellation  or  material  change  in  the  policy 
coverage  on  the  part  of  the  Insurer.  A  cer¬ 
tificate  of  Insurance  or  a  certified  copy  of  each 
policy  of  ins\irance  taken  out  hereunder 
shall  be  deposited  promptly  with  said  Con¬ 
tracting  Officer*.  The  Contractor  shall,  not 
less  than  thirty  (30)  days  prior  to  the  expira¬ 
tion  of  any  insurance  required  by  this  con¬ 
tract  to  be  carried  by  the  Contractor  on  the 
Facilities,  deliver  to  said  Contracting  Officer* 
a  certificate  of  Insurance  or  a  certified  copy 
of  each  renewal  policy  to  cover  the  same 
risks.  ’The  insurance  shall  be  in  the  name 
of  the  United  States  of  America  (Department 

of  the  _ ),  the  Contractor,  and 

such  other  interested  parties  as  the  Contract¬ 
ing  Officer  shall  approve,  and  shall  contain 
a  loss  payable  clause  reading  substantially 
as  follows; 


*In  contracts  of  the  Department  of  the 
Navy,  insert  “the  Insurance  Branch,  Office 
of  Naval  Material,  Department  of  the  Navy, 
Washington,  D.C.’’  in  lieu  of  “Contracting 
Officer", 
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“Loss,  If  any.  under  this  policy  shall  be  ad¬ 
justed  with  (Ck>ntractor)  and  the  proceeds, 
at  the  direction  of  the  Oovernment,  shall  be 
paid  to  (Contractor).  Proceeds  not  paid  to 
(Contractor)  shall  be  paid  to  the  Treasurer 
of  the  United  States  of  America.*’. 

(d)  Upon  the  happening  of  any  loss  or 
destruction  of  or  any  damage  to  the  Facili¬ 
ties: 

(I)  the  Contractor  shall  promptly  notify 
the  Contracting  Officer  thereof,  and  with  the 
assistance  of  the  Contracting  Officer*  shall 
take  all  reasonable  steps  to  protect  the  Fa¬ 
cilities  from  fvirther  damage,  separate  the 
damaged  and  undamaged  Facilities,  put  all 
the  Facilities  in  the  best  possible  order,  and 
promptly  furnish  to  the  Contracting  Officer 
(and  In  any  event  within  thirty  (30)  days 
after  the  Contractor  has  determined  that 
loss  or  destruction  of,  or  damage  to,  the 
Facilities  has  occvirred)  a  statement  of — 

(A)  the  lost,  destroyed,  and  damaged 
Facilities; 

(B)  the  time  and  origin  of  the  loss,  de¬ 
struction,  or  damage; 

(C)  all  known  interests  in  commingled 
property  of  which  the  Facilities  are  a  part; 
and 

(D)  the  Insurance,  If  any.  covering  any 
part  of  or  interest  In  such  conunlngled 
property;  and 

(II)  the  Contractor  shall  make  such  re¬ 
pairs,  replacements,  and  renovations  of  the 
lost,  destroyed,  or  damaged  Facilities,  or  take 
such  other  action  as  the  Contracting  Officer 
may  direct  in  writing. 

The  Contractor  shall  perform  Its  obligations 
imder  this  paragraph  (d)  at  Government 
expense,  except  to  the  extent  that  the  Con¬ 
tractor  Is  responsible  for  such  damage,  loss, 
or  dest^ctlon  under  the  terms  of  this  clause, 
and  except  as  any  damage,  loss,  or  destruc¬ 
tion  is  compensated  by  Insmance. 

(e)  The  Government  Is  not  obliged  to  re¬ 
place  cur  repair  the  Facilities  which  have 
been  lost,  destroyed,  or  damaged.  In  such 
event  the  right  of  the  parties  to  an  equitable 
adjustment  In  delivery  or  performance  dates, 
or  price,  or  both,  and  In  any  other  con¬ 
tractual  condition  of  the  related  jurocure- 
ment  contracts  affected  thereby  shall  be 
governed  by  the  terms  and  conditions  of  such 
contracts. 

(f)  Except  to  the  extent  of  any  loss  or 
destruction  of  or  damage  to  the  Facilities  for 
which  the  Contractor  is  relieved  of  liability, 
the  Facilities  shall  be  returned  to  the  Gov¬ 
ernment  or  otherwise  disposed  of  under  the 
terms  of  this  contract  in  as  gocxl  condition  as 
when  received  by  the  Contractor,  as  sub¬ 
sequently  improved  or  as  they  shoxild  have 
been  subsequently  Improved  under  the  terms 
of  this  contract,  less  ordinary  wear  and  tear. 

(g)  In  the  event  the  Contractor  Is  Indem¬ 
nified,  reimbursed,  or  otherwise  compensated 
(excepting  proceeds  from  use  and  occupancy 
Insurance,  the  cost  of  which  Is  not  borne 
directly  or  Indirectly  by  the  Government)  for 
any  loss  or  destruction  of,  or  damage  to,  the 
Facilities,  he,  to  the  extent  and  as  directed 
by  the  Contracting  Officer: 

(1)  shall  use  the  proceeds  to  repair, 
renovate,  or  replace  the  Facilities  Involved; 
or 

(ii)  pay  such  proceeds  to  the  Government. 

(h)  The  Contractor  shall  do  nothing  to 
prejudice  the  Government’s  right  to  recover 
against  third  parties  for  any  loss  or  destruc¬ 
tion  of,  or  damage  to,  the  Facilities;-  and 
upon  the  request  of  the  Contracting  Officer 
shall  furnish  to  the  Government,  at  Govem- 
nient  expense,  all  reasonable  assistance  and 
ccx)peration  (Including  the  prosecution  of 
suit  and  the  execution  of  instruments  of 
assignment  in  favor  of  the  Government)  In 
obtaining  recovery. 


•In  contracts  of  the  Department  of  the 
Navy,  insert  “the  Cognizant  Inspector’’  In 
lieu  of  “the  Contracting  Officer’’. 


§  7.702—19  Insurance — liability  to  third 
persons. 

In  accordance  with  the  instructions 
contained  in  fi  7.203-22,  insert  the  clause 
set  fortti  Uierein.  Wherever  reference 
to  the  clause  entitled  “Allowable  Cost, 
Fixed  Fee  and  Pasmient”  is  made  in  this 
clause,  insert  in  lieu  thereof  the  follow¬ 
ing:  “Allowable  Cost  and  Pasrment”. 
Wherever  the  phrase  “performance 
under  this  contract”  or  “the  perform¬ 
ance  of  this  contract”  appears  in  such 
clause,  insert  in  lieu  thereof  the  follow¬ 
ing:  “performance  of  work  at  Gtovem- 
ment  expense  imder  this  contract”. 

§  7.702—20  Indemnification  of  the  Gov¬ 
ernment. 

iKDEMNinCATION  OF  THE  GOVEHNMENT 
(Sept.  1964) 

Except  as  provided  In  the  “Insurance — 
Liability  to  Third  Persons’’  clause,  the  Con¬ 
tractor  shall  Indemnify  and  hold  the  Govern¬ 
ment  harmless  against  claims  for  Injury  to 
persons  or  damage  to  property  of  the  Con¬ 
tractor  or  others  arising  from  the  Contrac¬ 
tor’s  possession  or  use  of  the  Facilities. 
However,  the  provisions  of  the  Contractor’s 
related  procurement  contracts  shall  govern 
the  Government’s  assiunptlon  of  liability  for 
such  claims  arising  out  of  or  related  to  the 
performance  of  each  such  related  procure¬ 
ment  contract  and  involving  the  possession 
or  use  of  the  Facilities. 

§  7.702—21  Stop  work  orders. 

Stop  Wobk  Oboers  (Sept.  1964/ 

(a)  The  Contracting  Officer  may.  at  any 
time,  by  written  order  to  the  Contractor, 
require  the  Contractor  to  stop  all,  or  any 
part,  of  the  acquisition,  construction,  or 
Installation  work  called  for  by  the  Schedule 
for  a  period  of  ninety  (90)  *  days  after  the 
order  Is  delivered  to  the  Contractor,  and  for 
any  further  period  to  which  the  parties  may 
agree.  Any  such  order  shall  be  specifically 
Identified  as  a  Stop  Work  Order  issued  pur¬ 
suant  to  this  clause.  Upon  receipt  of  such 
an  order,  the  Contractor  shall,  at  Govern¬ 
ment  expense,  forthwith  comply  with  Its 
terms  and  take  ^  reasonable  steps  to  mini¬ 
mize  the  inciurence  of  costs  allocable  to  the 
work  covered  by  the  order  during  the  period 
of  work  stoppage.  Within  a  period  of  ninety 
(90)  *  days  after  a  Stop  Work  Order  is 
delivered  to  the  Contractor,  or  within  any 
extension  of  that  period  to  which  the  parties 
shall  have  agreed,  the  Contracting  Officer 
shall  either: 

(I)  cancel  the  Stop  Work  Order,  or 

(II)  terminate  the  work  covered  by  such 
order  as  provided  in  the  “Termination  of 
Work’’  clause  of  this  contract. 

(b)  If  a  Stop  Work  Order  Issued  under 
this  clause  Is  canceled  or  the  period  of  the 
order  or  any  extension  thereof  expires,  the 
Contractor  shall  resume  work.  An  equitable 
adjustment  shall  be  made  In  the  delivery 
completion  schedule,  the  estimated  cost,  or 
both,  and  the  contract  shall  be  modified  In 
writing  accordingly,  if: 

(I)  the  Stop  Work  Order  results  In  an 
Increase  In  the  time  required  for,  or  In  the 
Contractor’s  cost  properly  allocable  to,  the 
performance  of  any  part  of  this  contract;  and 

(II)  the  Contractor  asserts  a  claim  for  such 
adjustment  within  thirty  (30)  days  after  the 
end  of  the  period  of  work  stoppage:  Provided, 
That.  If  the  Contracting  Officer  decides  the 
facts  Justify  such  action,  he  may  receive  and 
act  upon  any  such  claim  asserted  at  any  time 
prior  to  final  payment  imder  this  contract. 

(c)  If  a  Stop  Work  Order  Is  not  canceled 
and  the  work  covered  by  such  order  Is  ter- 


*  This  blause  may  provide  for  less  than 
ninety  dajrs. 


mlnated,  the  reasonable  costs  resulting  from 
the  Stop  Work  Order  shall  be  allowed  In  ar¬ 
riving  at  the  termination  settlement. 

(d)  Appropriate  equitable  adjustment 
may  be  made  In  any  related  procurement 
contract  of  the  Contractor  which  so  provides 
and  which  Is  affected  by  any  Stop  Work  Or- 
d»’  under  this  clause.  In  no  event  shall  the 
Oovernment  be  liable  to  the  Contractor  for 
damages  or  loss  of  profits  because  of  a  Stop 
Work  Order  Issued  under  this  clause. 

§  7.702—22  Termination  of  work. 

’Teemination  or  Wobk  (Sept.  1964) 

(a)  The  performance  of  work  under  this 
contract  may  be  terminated  by  the  Oovern¬ 
ment  In  accordance  with  this  clause  in 
whole,  or  from  time  to  time  In  part,  when¬ 
ever  for  any  reason  the  Contracting  Officer 
shall  determine  that  such  termination  is  in 
the  best  Interest  of  the  Oovermnent.  Any 
such  termination  shall  be  effected  by  deliv¬ 
ery  to  the  Contractor  of  a  written  Notice  of 
Termination  specifying  the  extent  to  which 
performance  of  work  under  the  contract  Is 
terminated,  and  the  date  upon  which  such 
termination  becomes  effective. 

(b)  After  receipt  of  a  Notice  of  Termina¬ 
tion  and  except  as  otherwise  directed  by  the 
Contracting  Officer,  the  Contractor  shall: 

(I)  stop  work  In  performance  of  the  con¬ 
tract  on  the  date  and  to  the  extent  specified 
In  the  Notice  of  Termination; 

(II)  place  no  further  orders  or  subcon¬ 
tracts  for  materials,  services,  or  Facilities 
except  as  may  be  necessary  for  completion 
of  such  portion  of  the  work  under  the  con¬ 
tract  as  is  not  terminated;' 

(III)  terminate  all  orders  and  subcontracts 
to  the  extent  that  they  relate  to  the  per¬ 
formance  of  work  terminated  by  the  Notice 
of  Termination; 

(Iv)  assign  to  the  Government,  In  the 
manner  and  to  the  extent  directed  by  the 
Contracting  Officer,  all  of  the  right,  title,  and 
interest  of  the  Contractor  under  the  orders 
or  subcontracts  so  terminated.  In  which  case 
the  Government  shall  have  the  right.  In  Its 
discretion,  to  settle  or  pay  any  or  all  claims 
arising  out  of  the  termination  of  such  orders 
and  subcontracts; 

(v)  with  the  approval  or  ratification  of 
the  Contracting  Officer,  to  the  extent  he  may 
require,  which  approval  or  ratification  shall 
be  final  and  conclusive  for  all  purposes  of 
this  clause,  settle  all  outstanding  liabilities 
and  all  claims  arising  out  of  such  termina¬ 
tion  of  orders  and  subcontracts,  the  cost  of 
which  would  be  reimbursable  In  whole  or  in 
part.  In  accordance  with  the  provisions  of 
this  contract; 

(vl)  transferred  title  (to  the  extent  that 
title  has  not  already  been  transferred)  and. 
In  the  manner,  to  the  extent,  and  at  the 
times  directed  by  the  Contracting  Officer, 
deliver  to  the  Government — 

(A)  the  fabricated  or  unfabricated  parts, 
work  In  process,  completed  work,  supplies, 
and  other  material  produced  as  a  part  of,  or 
acquired  In  respect  to  the  performance  of, 
the  work  tominated  by  the  Notice  of  Ter¬ 
mination;  and 

(B)  the  completed  or  partially  completed 
plans,  drawings,  information,  and  other 
property  which.  If  thq.  contract  had  been 
completed,  would  be> -required  to  be  fur¬ 
nished  to  the  Government; 

(vli)  use  his  best  efforts  to  sell  In  the 
manner,  at  the  times,  to  the  extent,  and  at 
the  price  or  prices  directed  or  authorized  by 
the  Contracting  Officer,  any  property  of  the 
types  referred  to  In  (vl)  above;  provided, 
however,  that  the  Contractor — 

(A)  shall  npt  be  required  to  extend  credit 
to  any  purchaser;  and 

(B)  may  acquire  any  such  property  under 
the  conditions  prescribed  by  and  at  a  price 
or  prices  approved  by  the  Contracting  Offi¬ 
cer:  And  provided  further.  That  the  proceeds 
of  any  such  transfer  or  disposition  shall  be 
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applied  In  reduction  of  any  payments  to  be 
made  by  the  Ooremment  to  the  Ocmtractor 
under  this  contract  or  rtiall  otherwiee  be 
credited  to  the  price  or  coot  of  the  waA  cov¬ 
ered  by  this  contract  or  paid  In  such  other 
manner  as  the  Contracting  OflVcer  may 
direct; 

(Till)  complete  performance  of  such  part 
of  the  work  as  shall  not  have  been  termi¬ 
nated  by  the  Notice  of  Termination;  and 

(iz)  take  such  action  as  may  be  necessary, 
or  as  the  Contracting  Officer  may  direct,  for 
the  protection  and  preservation  of  the  pn^- 
erty  related  to  this  contract  which  is  in  the 
possession  of  Contractor  in  which  the  Gov¬ 
ernment  has  or  may  acquire  an  Interest. 

The  Contractor  ihall  proceed  Immediately 
with  the  performance  of  the  above  obliga¬ 
tions  notwithstanding  any  delay  In  deter¬ 
mining  any  item  of  reimbursable  cost  under 
this  clause.  At  any  time  after  expiration  of 
the  plant  clearance  period,  as  defined  In 
Section  Vin,  Armed  Servloes  Procurement 
Begulatlon,  In  effect  as  of  the  date  of  this 
contract,  the  Contractor  may  submit  to  the 
ContracUng  Offloer  a  list,  certified  as  to 
quantity  and  quality,  of  aqy  or  all  items 
of  termination  Inventory  not  previously 
dlq>oaed  of.  exclusive  of  items  the  dlq>osl- 
tion  of  which  has  been  directed  or  authorized 
by  the  Contracting  Officer,  and  may  request 
the  Government  to  remove  such  Items  or 
enter  into  a  storage  agreement  covering 
them.  Not  later  than  fifteen  (15)  days  there¬ 
after  the  Government  will  accept  such  Items 
and  remove  them  or  enter  Into  a  storage 
agreement  covering  the  same:  Provided, 
That  the  list  submitted  shall  be  subject  to 
verification  by  the  Contracting  Officer  upon 
ronoval  of  the  items,  or  if  the  Items  are 
stored,  within  forty-five  (45)  dairs  from  the 
date  of  submission  of  the  list,  and  any  neces¬ 
sary  adjustment  to  correct  the  list  as  submit¬ 
ted  shall  be  made  prior  to  final  settlement. 

(c)  After  receipt  of  a  Notice  of  Termina¬ 
tion,  the  Contractor  shall  submit  to  the 
Contracting  Officer  his  termination  claim 
in  the  form  and  with  the  certification  pre¬ 
scribed  by  the  Contracting  Officer.  Such 
claim  shall  be  submitted  pttnnptly  but  in  no 
event  later  than  one  year  from  the  effective 
date  of  termination,  uni—  one  or  more 
extensions  in  writing  are  granted  by  the 
Contracting  Officer,  upon  request  of  the 
Contractor  made  in  writing  within  such  <me 
year  period  or  authorized  extension  there¬ 
of.  However,  if  the  Contracting  Officer  de¬ 
termines  that  the  facts  Jiutify  such  action, 
he  may  receive  and  act  upon  any  such  ter- 
xxilnatlon  claim  at  any  time  after  such  one 
year  period  or  any  extension  thereof.  Upon 
failiue  of  the  Contractor  to  submit  his 
termination  claim  within  the  time  allowed, 
the  Contracting  >01ficer  may,  subject  to 
any  Settlement  Review  Board  approvals  re¬ 
quired  by  Section  VII  of  the  Armed  Services 
Procurement  Begulatlon  in  effect  as  of  the 
date  of  this  contract,  determine,  on  the  basis 
of  information  available  to  him,  the  amount, 
if  any,  due  to  the  Contractor  by  reason  of  the 
termination  and  shall  thereupon  pay  to  the 
Contractor  the  amount  so  determined. 

(d)  Subject  to  the  provisions  of  para¬ 
graph  (c),  and  subject  to  any  Settlement 
Review  Board  approvals  required  by  Sec¬ 
tion  VlU  of  the  Armed  Services  Procurement 
Regulation  in  effect  as  of  the  date  of  this 
contract,  the  Contractor  and  the  Contracting 
Officer  may  agree  upon  the  whole  or  any  part 
of  the  amoxmt  or  amounts  to  be  paid  to  the 
Contractor  by  reason  of  the  total  or  partial 
termination  of  work  p\irsuant  to  this  clause. 
The  contract  shall  be  amended  accordingly, 
and  the  Contractor  shall  be  paid  the  agreed 
amount. 

(e)  In  the  event  of  the  failure  of  the 
Contractor  and  the  Contracting  Officer  to 
agree  in  whole  or  in  part,  as  provided  in  par¬ 
agraph  (d).  as  to  the  amoimts  with  respect 
to  costs  to  be  paid  to  the  Contractor  in 
connection  with  the  termination  of  work 
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pursuant  to  this  clause,  the  Contracting 
Officer  shall,  subject  to  any  Settlement  Be- 
view  Board  approvals  required  by  Section 
Vm  of  the  Armed  Services  Procurement 
Regulation  In  effect  as  the  date  of  this 
contraet,  determine,  on  the  basis  of  informa¬ 
tion  available  to  hint,  the  amount,  if  any,  due 
to  the  Contractor  by  reason  of  the  termina¬ 
tion  and  shall  pay  to  the  Contractor  the 
amount  determined  as  follows:  • 

(i)  there  shall  be  included  therein  all 
costs  and  expenses  reimbursable  In  accord¬ 
ance  with  this  contract,  not  prevlovisly  paid 
to  the  Contractor  for  the  performance  of 
this  contract  prior  to  the  effective  date  of 
the  Notice  of  Termination,  and  such  of  these 
costs  as  may  contlntie  for  a  reasonable  time 
thereafter  with  the  approval  of  or  as  di¬ 
rected  by  the  Contracting  Officer:  Provided, 
however.  That  the  Contractor  shall  proceed 
as  rapidly  as  practicable  to  discontinue  such 
costs; 

(ii)  there  shall  be  Included  therein  so  far 
as  not  incltided  under  (1)  above,  the  cost 
of  settling  and  paying  claims  arising  out  of 
the  termination  of  work  under  subcontracts 
or  orders,  as  provided  in  paragraph  (b)(v) 
above,  which  are  properly  chargeable  to  the 
terminated  portion  of  the  contract;  and 

(ill)  there  shall  be  Included  therein  the 
reasonable  costs  of  settlement,  including 
accounting,  legal,  clerical,  and  other  ex- 
pmses  reasonably  necessary  lor  the  prepa¬ 
ration  of  settlement  claims  and  supporting 
data  with  respect  to  the  terminated  portion 
of  the  contract  and  for  the  termination  and 
settlement  of  subcontracts  thoeunder,  to¬ 
gether  with  reasonable  sttxage,  transporta¬ 
tion,  and  other  costs  Incurred  in  connection 
with  the  protection  or  diq>osition  of  termi¬ 
nation  Inventory. 

(f)  The  C<mtractor  shall  have  the  right  of 
app^,  under  the  clause  cd  this  contract 
entitled  “Disputes",  from  any  determination 
made  by  the  Contracting  Officer  imder  par¬ 
agraph  (c)  or  (e)  above,  except  that  If  the 
Contractor  has  failed  to  sutnnlt  his  claim 
within  the  time  {wovlded  In  paragraph  (c) 
above  and  has  failed  to  request  extension  of 
such  time,  he  shall  have  no  su^  rl^t  of 
appeal.  In  any  case  where  the  Contracting 
Officer  has  made  a  determination  of  the 
amount  due  under  paragraph  (c)  or  (e) 
above,  the  Government  shall  pay  to  the  Con¬ 
tractor  the  fc^owing:  (1)  if  there  is  no  right 
of  appeal  hereunder  or  If  no  timely  appeal 
has  been  taken,  the  amount  so  determined 
by  the  Contracting  Officer,  or  (Ii)  if  an  ap¬ 
peal  has  been  taken,  the  amoxmt  finally  de¬ 
termined  on  such  appeal. 

(g)  In  arrlxdng  at  the  amount  due  the 
Contractor  under  this  claxjse  there  shall  be 
deducted  <i)  all  unliquidated  advance  or 
other  payments  theretofore  made  to  the 
Contractor,  applicable  to  the  terminated 
portion  of  this  contract,  (il)  any  claim  which 
the  Government  may  have  against  the  Con¬ 
tractor  in  connection  with  this  contract,  and 
(ill)  the  agreed  price  for,  or  the  proceeds  of 
sale  of,  any  materials,  supplies,  or  other 
things  acqxiired  by  the  Contractor  or  sold 
pursuant  to  the  proxrlslons  of  this  clause  and 
not  otherwise  recovered  by  or  credited  to  the 
Government. 

(h)  The  Government  may  from  time  to 
time,  under  such  terms  and  conditions  as 
it  may  prescribe,  make  partial  pairments  and 
payments  on  account  against  costs  incxirred 
by  the  Contractor  in  connection  with  the 
terminated  portion  of  the  contract  whenever 
in  the  opinion  of  the  Contracting  Officer  the 
aggregate  of  such  payments  shall  be  within 
the  amount  to  which  the  Contractor  will  be 
entitled  herexmder.  If  the  total  of  such  pay¬ 
ments  is  in  excess  of  the  amount  finally 
determined  to  be  due  under  this  clause,  such 
excess  shall  be  payable  by  the  Contractor  to 
the  Government  upon  demand,  together  with 
interest  computed  at  the  rate  of  six  percent 
(0% )  per  annxim  for  the  period  from  the  date 
such  excess  payment  is  received  by  the  Con¬ 


tractor  to  the  date  on  which  such  excess 
is  repaid  to  the  Government:  Provided,  how¬ 
ever,  That  no  interest  shall  be  charged  with 
reep^  to  any  such  excess  payment  attribu¬ 
table  to  a  reduction  in  the  Contractor’s  claim 
by  reason  of  retention  or  other  disposition  of 
termination  Inventory  xmtil  ten  (10)  days 
after  the  date  of  such  retention  or  disposi¬ 
tion,  or  such  later  date  as  determined  by  the 
Contracting  Officer  by  reason  of  the  circum¬ 
stances. 

(i)  Appropriate  equitable  adjustment  may 
be  made  in  any  related  procurement  contract 
of  the  Contractor  which  so  provides  and 
which  is  affected  by  a  Notice  of  Termination 
xmder  this  claxise.  In  ix>  event  «hnii  the 
Government  be  liable  to  the  Contractor  for 
damages  or  loss  of  {woflts  by  reason  of  a 
Notice  of  Termination  issued  pxirsuant  to 
this  clause. 

§  7.702—23  Notice  of  use  of  the  facili¬ 
ties. 

Noncx  or  Usx  or  thk  Facilxtixs  (Skpt.  1964) 

The  Contractor  shall  notify  the  Contract¬ 
ing  Officer  in  writing  whenever: 

(I)  use  of  the  Facilities  for  Government 
work  is  less  than  seventy-five  percent  (75%) 
of  the  total  xise  of  the  Facilities; 

(II)  non-Govemment  use  of  Government- 
owned  machinery  and  tools  (Federal  Supply 
Classification  Code  numbers  8411-3419  and 
3441-3449)  having  a  unit  acquisition  cost  of 
$500  or  more  Is  expected  to  exceed  twenty- 
five  percent  (25%)  of  the  total  xise  of  such 
equipment  In  any  rental  podod;  m: 

(ill)  a  substantial  part  of  the  Facilities  is 
no  longer  needed  or  usable  for  the  purpose 
of  perfonning  Govonment  contracts  or  sub¬ 
contracts. 

§  7.702—24  Termination  of  the  use  of 
the  facilities. 

Txxmznatioiv  or  the  Usx  or  thz  Faciuties 
(SsFT.  1064) 

(a)  The  Contractor  may  at  any  time,  upon 
written  notice  to  the  Contracting  Officer, 
terminate  his  authority  to  use  any  or  all  of 
the  Facilities.  Termination  under  this  para¬ 
graph  (a)  shall  not  relieve  the  Contractor 
of  any  of  his  obligations  or  liabilities  xmder 
any  related  procxirement  contract  or  subcon¬ 
tract  affected  thereby. 

(b)  The  Contracting  Officer  may  at  any 
time,  upon  written  notice,  terminate  or  limit 
the  Contractor’s  author!^  to  xise  any  or  all 
of  the  Facilities.  Sxcept  as  otherwise  pro¬ 
vided  in  the  "Failxire  to  Perform"  clause  of 
this  contract,  appropriate  eqxiitable  adjust¬ 
ment  may  be  made  in  any  related  procure¬ 
ment  contract  of  the  Contractor  which  so 
provides  and  which  is  affected  by  any  such 
notice. 

§  7.702—25  Period  of  this  contract. 

Pwc»  or  This  Contbact  (Sept.  1964) 

If  not  previoxisly  terminated  pursuant  to 
the  "Termination  of  the  Use  of  the  Facilities’’ 
clause  of  this  contract,  the  use  of  the  Facili¬ 
ties  authorized  xmder  this  contract  shall  ter¬ 
minate  five  (5)  years  after  its  effective  date. 
’Thereafter,  if  continued  xise  of  the  Facilities 
by  the  Contractor  is  mutually  desired,  the 
parties  shall  enter  into  a  new  contract  which 
shall  incorporate  such  proxrlslons  as  may 
then  be  required  by  applicable  laws  and  re¬ 
gulations.  ’Tbe  parties  may,  by  written  agree¬ 
ment,  extend  the  use  of  the  Facilities  here¬ 
xmder  beyond  this  five  (5)  year  period  to 
permit  the  completion  of  then  existing  re¬ 
lated  procurement  contracts  and  subcon¬ 
tracts. 

A  period  of  more  than  five  years  may 
be  specified  when  authorized  by  the  Sec¬ 
retary  of  the  Department  concerned  or 
his  designee,  not  lower  than  the  head  of 
a  procuring  actiyily.  A  period  of  less 
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than  five  years  may  be  specified  where 
appropriate. 

§  7.702—26  Disposition  of  the  facilities. 
DisposmoM  or  thx  Facilxtzx8  (Skft.  1964) 

(a)  Except  as  the  Ckmtracting  Officer 
otherwise  directs,  or  until  tise  of  all  the  Fa¬ 
cilities  under  this  contract  Is  terminated, 
the  provisions  of  this  clause  shall  not  be 
applicable  to  those  Facilities,  the  use  of 
^ch  has  been  terminated  by  the  C!ontractor 
by  a  notice  of  termination  under  paragraph 

(a)  of  the  “Termination  of  the  Use  of  the 
Facilities’*  clause  of  this  contract  if: 

(i)  such  Facilities  comprise  less  than  all 
of  the  Facilities  in  the  possession  of  the 
Contractor,  and 

(ii)  the  Ck>ntracting  Officer  determines 

that  continued  retention  of  such  Facilities 
would  not  interfere  with  the  Contractor’s 
operations.  t 

(b)  Within  sixty  (60)  da3rs  after  the  ef¬ 
fective  date  of  any  notice  of  termination 
given  pursuant  to  the  “Termination  of  the 
Use  of  the  Facilities’’  claiise  of  this  contract, 
or  within  such  longer  period  as  the  Contract¬ 
ing  Officer  may  approve  in  writing,  the 
Contractor  shall  submit  to  the  Contracting 
CMBcer,  in  form  satisfactory  to  him,  an  ac¬ 
counting  for  all  the  Facilities  covered  by  such 
notice. 

(c)  Within  ninety  (90)  days  after  the 
Contractor  accoimts  for  any  Facilities  ptir- 
suant  to  paragraph  (b)  above,  the  Contract¬ 
ing  Officer  shall  give  written  notice  to  the 
Contractor  as  to  the  disposition  thereof, 
except  as  otherwise  provided  in  paragraph 
(e)  below.  In  effecting  such  disposition,  the 
Qovemment  may  either: 

(I)  abandon  any  such  Facilities  in  place, 
and  thereupon  all  obligations  of  the  Govern¬ 
ment  regarding  such  abandoned  Facilities 
shall  cease:  or 

(II)  require  the  Contractor  to  comply,  at 
Oovemment  expense,  with  such  written  di¬ 
rections  at  the  Contracting  Officer  may  give 
with  respect  to— 

(A)  the  preparation,  protection,  removal, 
or  shipment  of  the  affected  Facilities; 

(B)  the  retention  or  storage  of  the  affected 
Facilities:  Provided,  ’That  the  Contracting 
Officer  will  not  direct  the  Contractor  to  retain 
or  store  any  items  of  Facilities  in  or  on  real 
property  not  owned  by  the  Oovemment  if 
such  retention  or  storage  will  interfere  with 
the  Contractor’s  operations; 

(C)  the  restoration  ot  Government-owned 
land  or  buildings  incident  to  the  removal 
therefrom  of  Government-owned  Facilities; 
and 

(D)  the  sale  of  any  affected  Facilities  in 
such  manner,  at  such  times,  smd  at  such 
price  or  prices,  aa  may  be  approved  by  the 
Contracting  Officer,  except  that  the  Con¬ 
tractor  Shan  not  be  required  to  extend  credit 
to  any  purchaser. 

(d)  If  the  ContrsM:tlng  Officer  fails  to  give 
the  written  notice  required  by  peiragraph  (c) 
above  within  the  prescribed  ninety  (90)  day 
period,  or  within  thirty  (30)  days  after  notice 
as  hereinafter  provided,  the  Contractor  may. 
iq>on  not  less  than  thirty  (30)  days’  written 
notice  to  the  Government  and  at  Government 
risk  and  expense,  (1)  retain  the  Facilities 
in  place  or  (11)  remove  any  of  the  affected 
severable  Facilities  located  in  Contractor- 
owned  buildings  or  property  and  store  them 
elsewhere,  at  Contractor’s  plant  or  in  a  pub¬ 
lic  insured  warehouse,  in  accordance  with 
sound  practice  and  in  a  manner  compatible 
with  their  security  classification,  if  any. 
&cept  as  provided  in  this  paragraph,  the 
Government  shall  not  be  liable  to  the  Con¬ 
tractor  for  failure  to  give  the  written  notice 
required  by  paragraph  (c)  above. 

(e)  Nonseverable  items  of  the  Facilities  or 
items  of  the  Facilities  subject  to  patent  or 
^oprletary  rights  shall  be  disposed  of  in  such 
^®“®r  as  the  parties  may  have  agreed  to  in 

‘\ 


(f)  *1710  Government,  rtttier  directly  at  by 
third  persons  engaged  by  it,  may  remove  or 
otherwise  dlspoee  of  any  Facilities  with  re¬ 
spect  to  which  the  Contractor’s  authority 
to  use  has  been  terminated,  other  than  those 
for  which  specific  provision  is  made  in  para¬ 
graph  (e)  above. 

(g)  The  Contractor  shall,  within  a  reason¬ 
able  time  after  the  expiration  of  the  ninety 
(90)  day  period  q;>ecifled  in  paragraph  (c) 
above,  remove  all  property  owned  by  him 
from  land  or  buildings  owned  or  acquired  by 
the  Government  and  take  such  action  as 
the  Contracting  Officer  may  direct  in  writ¬ 
ing  with  respect  to  restoring  such  land  or 
buildings,  insofar  as  they  are  affected  by  the 
installation  therein  of  the  Contractor’s  prop¬ 
erty,  to  their  condition  prim:  to  such  instal¬ 
lation. 

(h)  Unless  otherwise  specifically  provided 
in  this  contract,  the  Government  shall  not  be 
obligated  to  the  Contractor  to  restore  or  re¬ 
habilitate  any  property  at  Contractor’s  plant 
which  may  be  damaged  by  the  installation, 
use,  removal,  or  storage  of  the  Facilities,  ex¬ 
cept  any  such  damage  as  may  be  occasioned 
by  the  negligence  of  the  Government,  its 
agents,  employees,  or  independent  contrac- 
t<»s.  The  Contractor  agrees  to  indemnify 
the  Government  against  all  suits  or  claims 
arising  out  of  the  Government’s  failure  to 
restore  or  rehabilitate  any  property  at  Con¬ 
tractor’s  plant  or  property  of  its  subcon¬ 
tractors,  except  any  such  damage  as  may  be 
occasioned  by  the  negligence  of  the  Govern¬ 
ment,  its  agents,  employees,  or  independent 
contractors. 

§  7.702—27  Failure  to  perform. 

FAn,T7BE  To  Pebfohm  (Sept.  1964) 

(a)  Subject  to  the  provisions  of  the  clause 
hereof  entitled  “Excusable  Delays**,  if  the 
Contractor  shall  fail  to  perform  this  contract 
in  accordance  with  its  terms,  the  Contracting 
Officer  shall  give  the  Contractor  written  no¬ 
tice  thereof.  Thereafter,  notwithstanding 
any  other  provision  of  this  contract,  the  Con¬ 
tractor  shall  not  be  entitled  to  an  equitable 
adjiistanent  under  either  this  contract  or  any 
related  procinement  contract,  to  the  extent 
that  such  equitable  adjustment  arises  out  of 
the  Contractor’s  failvire  to  perform  or  such 
reasonable  remedial  action  as  may  be  taken 
by  the  Contracting  Officer  predicated  upon 
such  failure. 

(b)  The  failure  of  the  Government  to  in¬ 
sist,  in  any  one  or  more  instances,  upon  the 
performance  of  any  term  or  terms  of  this 
contract  shall  not  be  construed  as  a  waiver 
or  relinquishment  of  the  Goverxunent’s  right 
to  future  performance  of  such  term  or  terms, 
and  the  Contractor’s  obligation  in  respect 
to  such  future  performance  shall  continue 
in  full  force  and  effect. 

(c)  ’The  rights  and  ranedles  of  the  Gov¬ 
ernment  provided  in  this  clause  are  in  addi¬ 
tion  to  any  other  righto  and  remedies 
provided  by  law  or  xuider  this  contract. 

§  7.702—28  Disputes. 

In  accordance  with  the  instructions  in 
§  7.202-12,  insert  the  contract  clause  set 
forth  in  9  7.103-12. 

§  7.702—29  Military  security  require¬ 
ments. 

In  accordance  with  the  instructions  set 
forth  in  f  7.104-12.  insert  the  contract 
clause  set  forth  therein,  deleting  para¬ 
graphs  (e)  and  (f ) ,  and  substituting  the 
following  paragraphs  (e)  a.nd  (f ) . 

(e)  If,  subsequent  to  the  date  of  this  con¬ 
tract  the  security  elasstficatlons  or  security 
requirements  under  this  contract  are  changed 
by  the  Government  as  provided  in  this 
clause,  and  if  such  change  causes  an  in¬ 
crease  or  decrease  in  the  estimated  cost  of 


performanee  of  this  e<mtract.  the  estimated 
cost,  to  the  extent  appropriate,  shall  be  sub¬ 
ject  to  an  equitable  adjustment.  Any  such 
equitable  adjustment  shall  be  accomplished 
in  the  manner  set  forth  in  the  “Changes’* 
clause  in  this  contract. 

(f)  The  Contractor  agrees  to  insert,  in  all 
subcontracts  hereunder  which  Involve  access 
to  classified  Information,  provisions  which 
shall  conform  substantially  to  the  language 
of  this  clatise,  including  this  paragraph  (f) 
but  excluding  (e)  of  this  clause.  The  Con¬ 
tractor  may  insert  in  any  such  subcontract, 
and  any  such  subcontract  entered  into  may 
contain,  in  lieu  of  paragraph  (e)  of  this 
clause,  provisions  which  permit  equitable 
adjustments  to  be  made  in  the  subcontract 
price  or  in  the  estimated  cost  and  fixed  fee 
of  the  subcontract  (as  appropriate  to  the 
t]n;>e  of  subcontract  involved)  on  account  of 
changes  in  security  classifications  or  require¬ 
ments  made  under  the  provisions  of  this 
clause  subsequent  to  the  date  of  the  sub-  ^ 
contract  Involved.  (Sept.  1964) 

§  7.702—30  Authorization  and  consent. 

Insert  the  contract  clause  set  forth  in 
9  9.102-1  or  9  9.102-2  of  this  chapter,  as 
appropriate,  except  where  performance 
and  delivery  are  to  be  outside  the  United 
States,  its  possessions,  or  Puerto  Rico. 

§  7.702—31  Notice  and  assistance  re¬ 
garding  patent  and  copyright  in¬ 
fringement. 

Insert  the  contract  clause  set  forth  in 
9  9.104  of  this  chapter,  except  where  both 
performance  and  delivery  are  to  be  out¬ 
side  the  United  States,  its  possessions, 
or  Puerto  Rico. 

§  7.702—32  Patent  or  proprietary  rights 
in  facilities. 

Patent  ob  Pbopbietabt  Rights  in  Facilities 
(Sept.  1964) 

(a)  Except  as  otherwise  provided  in  this 
contract  for  specified  patents,  products  or 
processes,  if  the  use  of  the  Facilities  or  any 
part  thereof,  as  designed,  constructed,  or 
modified  by  the  Contractor,  is  or  wUl  be  sub¬ 
stantially  limited  to  products  or  processes 
subject  to  any  patent  or  proprietary  rights, 
the  Contractor  agrees; 

(i)  not  to  assert  such  patent  or  proprietary 
rights  against  the  Government  or  any  pur¬ 
chaser  ot  transferee  of  the  Facilities  or  any 
part  thereof  In  connection  with  such  use;  or 

(il)  to  indemnify  the  Government  or  any 
purchaser  or  transferee  of  the  Facilities  or 
any  part  thereof  against — 

(A)  liability  for  infringement  of  such  pat¬ 
ent  or  proprietary  rights  arising  out  of  such 
use.  or 

(B)  loss  of  the  xise  of  such  Facilities  for 
such  products  or  processes  resulting  from 
injunctive  action  enforcing  such  patent  or 
proinrletary  righto. 

(b)  The  rights  and  remedies  of  the  Gov¬ 
ernment  provided  in  this  clause  are  in  addi¬ 
tion  to  any  other  rights  and  remedies  pro¬ 
vided  by  law  or  under  this  contract. 

§  7.702—33  Subcontracts. 

Insert  the  contract  clause  set  forth  in 
9  7.203-8  except  that  paragraphs  (c) 
and  (g)  shall  be  appropriately  modified 
to  delete  references  to  facilities  and  spe¬ 
cial  tooling. 

§  7.702-34  Utilization  of  small  business 
ctmcems. 

Insert  the  contract  clause  set  forth  in 
1 1.707-3(a)  at  this  chapter,  except  in 
eonteacts  witti  foreign  contractors  which 
are  to  be  performed  outside  of  the  United 
States,  its  possessions,  and  Puerto  Rico. 
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§  7.702—35  Utilisation  of  concerns  in 
labor  surplus  areas. 

In  accordance  with  the  requirements 
of  8  1.80&-3(a)  of  this  chapter,  insert  the 
contract  clause  set  forth  therein. 

§  7.702—36  Bu7  American  Act. 

In  accordance  with  the  requirements  ' 
of  8  6.104-5  of  this  chapter  insert  the 
contract  clause  set  forth  therein. 

§  7.702—37  Assignment  of  claims. 

In  accordance  with  the  instructions  in 
8  7.103-8.  insert  the  contract  clause  set 
forth  therein. 

§  7.702—38  Renegotiation. 

In  accordance  with  the  requirements 
of  8  7.103^13,  insert  the  appropriate  con¬ 
tract  clause  set  forth  therein. 

§  7.702—39  Officials  not  to  benefit. 

Insert  the  contract  clause  set  forth  in 
8  7.103-19. 

§  7.702—40  Gratuities. 

In  accordance  with  the  requirements 
of  8  7.104-16.  insert  the  contract  clause 
set  forth  therein. 

§  7.702—41  Covenant  against  ctmtingent 
fees. 

Insert  the  contract  clause  set  forth  in 
8  7.103-20. 

§  7.702-42  Payment  for  overtime  pre¬ 
miums. 

In  accordance  with  the  requirements 
of  8  12.102  of  this  chapter,  insert  the 
contract  clause  set  forth  in  8  12.102-3 
(a). 

§  7.702—43  Convict  labor. 

In  accordance  with  the  requirements 
of  8  12.202  of  this  chapter,  insert  the 
contract  clause  set  fortti  in  8  12.203  of 
this  chapter. 

§  7.702—44  Equal  opportunity. 

In  accordance  with  the  requirements 
of  8  12.802  of  this  chapter,  insert  the 
contract  clause  set  forth  therein. 

§7.702-45  WaUh-Healcy  Public  Con- 
tracts  Act. 

.  In  accordance  with  the  requirements 
of  Subpart  F.  Part  12  of  Uiis  chapter, 
insert  the  contract  clause  set  forth  in 
8  12.605  of  this  chapter. 

§  7.702-46  Work  Honrs  Act  of  1962— 
overtime  compensation. 

Insert  the  contract  clause  set  forth  in 
8  12.403-1(2)  of  this  chapter. 

§  7.702—47  Price  reduction  for  defec¬ 
tive  cost  or  pricing  data. 

In  accordance  with  the  requirements 
of  8  7.104-29,  insert  the  appropriate 
clause  set  forth  therein. 

§  7.702—48  Audit  and  records. 

In  accordance  with  the  requirements 
of  8  7.104-41  (c),  insert  the  clause  set 
forth  therein  except  that  paragraph  (a) 
thereof  shall  be  modified  to  read  as 
follows:  ^ 

(a)  The  Contractor  shall  maintain  bo(dcs, 
records,  documents,  and  other  evidence  and 
accounting  procedures  and  practices,  suffi¬ 
cient  to  reflect  properly  (1)  all  direct  and 
Indirect  costs  of  whatever  nature  claimed 
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to  have  been  Incurred  and  anticipated  to  be 
Incurred  for  the  performance  of  this  con¬ 
tract  and  (U)  the  \ise  of,  and  charges  for  the 
use  of.  the  Facilities.  The  foregoing  consti¬ 
tute  “records”  for  the  piupoees  of  this  clause. 
(SEPT.  1964) 

§  7.702—49  Subcontractor  cost  and  pric¬ 
ing  data. 

In  accordance  with  the  requirements 
of  8  7.104-42,  insert  the  appropriate 
clause  set  forth  therein. 

§  7.702—50  Competition  in  subcontract¬ 
ing. 

In  accordance  with  the  requirements 
of  8  7.104-40,  insert  the  clause  set  forth 
therein. 

§  7.703  Required  clauses  for  facilities 
acquisition  contracts. 

^  The  following  contract  clauses  shall 
be  inserted  in  all  facilities  acquisition 
contracts. 

§  7.703—1  Definitions. 

Insert  the  contract  clause  set  forth  in 
8  7.103-1,  together  with  the  additional 
definitions  set  forth  in  8  7.702-1.  Addi¬ 
tional  definitions  may  be  included  in 
such  clause  provided  they  are  not  incon¬ 
sistent  with  such  clause  or  the  provisions 
of  this  subchapter. 

§  7.703—2  Facilities  to  be  provided. 

Insert  the  contract  clause  set  forth  in 
8  7.702-2. 

§  7.703—3  Late  delivery,  diversion,  and 
substitution. 

Insert  the  contract  clause  set  forth  in 
8  7.702-3. 

§  7.703—4  Changes. 

Insert  the  contract  clause  set  forth  in 
8  7.702-4. 

§  7.703-5  Representations  and  warran¬ 
ties. 

Insert  the  contract  clause  set  forth  in 
8  7.702-5.  . 

§  7.703—6  Inspecticm. 

Insert  the  contract  clause  set  forth  in 
8  7.702-6. 

§  7.703—7  Elxcusable  delays. 

Insert  the  contract  clause  set  forth  in 
8  8.708  of  this  chiq>ter,  except  that  the 
reference  in  the  last  sentence  thereof  to 
the  clause  entitled  ^‘Termination"  shall 
be  changed  to  read  “Termination  of 
Work". 

§  7.703-8  Government  bills  of  lading. 

Insert  the  contract  clause  set  forth  in 
8  7.702-9. 

§  7.703—9  Allowable  cost  and  payment. 

(a)  In  accordance  with  the  instruc¬ 
tions  in  8  7.702-10,  insert  the  contract 
clause  set  forth  therein. 

(b)  If  desired,  the  following  additional 
provision  may  be  added  after  the  first 
sentence  of  paragraph  (d)  of  this  clause. 

After  payment  of  an  amoxint  equal  to 
eighty  percent  (80%)  of  the  total  estimated 
cost  of  i>erformance  of  this  contract  set  forth 
In  the  Schedule,  further  payment  on  account 
of  allowable  cost  shall  be  withheld  \mtll 
a  reserve  of  either  one  percent  (1%)  of  such 
total  estimated  cost,  or  one  hundred  thou¬ 


sand  dollars  ($100,0(X))  whichever  is  less, 
shall  have  been  set  aside. 

(c)  If  desired,  the  following  additional 
paragraph  may  be  added  to  this  clause 
as  paragraph  (f),  in  which  case  para¬ 
graph  (f)  of  the  clause  set  forth  in 
8  7.702-10  shall  be  redesignated  para¬ 
graph  (g) . 

(f)  On  receipt  and  approval  of  the  invoice 
or  voucher  designated  by  the  Contractor  as 
the  “completion  Invoice”  or  "completion 
voucher”  and  upon  compliance  by  the  Con¬ 
tractor  with  aU  relevant  provisions  of  this 
contact  (including,  without  limitation,  the 
provisions  relating  to  patents  and  the  provi¬ 
sions  of  (g)  below)  the  Government  shall 
promptly  pay  to  the  Contractor  any  balance 
of  aUowable  cost.  The  completion  invoice 
or  voucher  shaU  be  submitted  by  the  Con¬ 
tractor  promptly  following  completion  of  (i) 
aU  wwlc  under  this  contract,  or  (11)  such 
work  Involving  acquisition,  construction,  or 
InstaUation  of  the  Facilities  as  may  then  be 
specified  in  the  Schedule,  but  in  no  event 
later  than  one  (1)  year  (or  such  longer 
period  as  the  Contracting  Officer  may  in  his 
discretion  approve  in  writing)  from  the  date 
of  such  c<mipletlon. 

§  7.703—10  Limitation  of  cost. 

Insert  the  contract  clause  set  forth  in 
8  7.702-11. 

§  7.703—11  Examination  of  records. 

In  accordance  with  the  Instructions  in 
8  7.203-7,  insert  the  contract  clauses  set 
forth  therein,  except  that  the  first  sen¬ 
tence  of  paragraph  (a)  (1)  shall  be  de¬ 
leted  and  the  following  sentence  inserted 
in  lieu  thereof: 

The  Contractor  agrees  to  maintain  books, 
records,  documents,  and  other  evidence  per¬ 
taining  to  the  costs  and  expenses  of  this 
contract  (hereinafter  coUectlvely  called  the 
“records”)  to  the  extent  and  In  such  detail 
as  wiU  properly  reflect  aU  net  costs,  direct 
and  Indirect,  of  labCM*,  materials,  equipment, 
supplies,  services,  and  other  costs  and  ex¬ 
penses  of  whatever  nature  for  which  reim- 
biusement  Is  claimed  under  the  provisions  of 
this  contract.  (Sept.  1964) 

§  7.703-12  Title. 

Insert  the  contract  clause  set  forth 
in  8  7.702-15,  except  that  the  third  sen¬ 
tence  of  paragraph  (a)  shall  be  deleted. 

§  7.703—13  Access. 

Insert  the  contract  clause  set  forth  in 
8  7.702-16. 

§  7.703—14  Liability  for  the  facilities. 

Insert  the  ccmtract  clause  set  forth  in 
8  7.702-18,  except  that  the  phrase  “in 
accordance  with  the  clause  of  the  con¬ 
tract  entitled  ‘Maintenance’,"  in  para¬ 
graph  (a)(ii)  shall  be  delete,  and  the 
phrase  “in  accordance  with  soimd  indus¬ 
trial  practice”  inserted  in  lieu  thereof. 

§  7.703—15  Insurance— liability  to  third 
persons. 

In  accordance  with  the  instructions 
contained  in  8  7.702-19,  insert  the  con¬ 
tract  clause  set  forth  in  8  7.203-22. 

§  7.703—16  Indemnificaticm  of  the  (»ov- 
emment. 

Insert  the  contract  clause  set  forth  in 
8  7.702-20. 

'  §  7.703—17  Stop  work  orders. 

Insert  the  contract  clause  set  forth  in 
§  7.702-21. 
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§  7.703—18^  Tenmnation  of  work. 

Insert  the  contract  clause  set  forth  in 
§  7.702-22. 

§  7.703—19  Failure  to  perform. 

Insert  the  contract  clause  set  forth  in 
I  7.702-27. 

§  7.703—20  Disputes. 

In  accordance  with  the  instructions  of 
S  7.203-12,  insert  the  contract  clause  set 
forth  in  S  7.103—12. 

§  7.703-21  Military  security  require¬ 
ments. 

In  accordance  with  the  instructions  set 
forth  in  S  7.702-29,  insert  the  contract 
clause  called  for  Uierein. 

§  7.703—22  Authoruati<m  and  consent. 

Insert  the  contract  clause  set  forth  in 
S  9.102-1  or  S  9.102-2  of  this  chapter,  as 
appropriate,  except  where  performance 
and  delivery  are  to  be  outside  of  the 
United  States,  its  possessions,  or  Puerto 
Rico. 

§  7.703—23  Notice  and  assistance  regard¬ 
ing  patent  and  copyright  infringe¬ 
ment. 

In  accordance  with  the  instructions 
contained  in  S  7.702-31,  insert  the  con¬ 
tract  clause  set  forth  in  S  9.104  of  this 
chapter. 

§  7.703-24  Patent  or  pnqtrietary  rights 
in  facilities. 

Insert  the  contract  clause  set  forth  in 
5  7.702-32. 

§  7.703—25  Subcontracts. 

Insert  the  contract  clause  set  forth  in 
S  7.203-8,  except  that  subparagraphs  (c) 
and  (g)  shall  be  appropriately  modified 
to  delete  references  to  facilities  and  spe¬ 
cial  tooling. 

§  7.703-26  Utilization  of  small  business 
concerns. 

Insert  the  contract  clause  set  forth  in 
S  1.707-3  (a)  of  this  chapter,  except  in 
those  contracts  entered  into  with  foreign 
contractors  which  are  to  be  performed 
outside  the  United  States,  its  possessions, 
or  Puerto  Rica 

§  7.703—27  Utilization  of  concerns  in  la¬ 
bor  surplus  areas. 

In  accordance  with  the  requirements 
set  forth  in  S  1.805-3(a)  of  this  chapter, 
insert  the  contract  clause  set  forth 
therein, 

§  7.703—28  Buy  American  Act. 

In  accordance  with  the  requirements 
in  §  6.104-5  of  this  chapter,  insert  the 
contract  clause  set  forth  therein. 

§7.703-29  Assignment  of  ^ims. 

In  accordance  with  the  instructions  in 

1 7.103- 8,  insert  the  contract  clause  set 
forth  therein. 

§  7.703-30  Reneg<Miation. 

In  accordance  with  the  requirements 
pi  §  7.103-13,  insert  the  appropriate  con¬ 
tract  clause  set  forth  therein,  - 

§  7.703—31  Officials  not  to  benefit. 

1  contract  clause  set  forth  in 

1 7.103- 19. 


§7.703-32  Gntaities. 

In  accordance  with  the  requirement  of 
1 7.104-16,  insert  the  contract  clause  set 
forth  therdn. 

§  7.703—33  Covenant  against  contingent 
fees. 

Insert  Uie  contract  clause  set  forth  in 
§  7.103-20. 

§  7.703-34  Payment  for  overtime  pre¬ 
miums. 

In  accordance  with  the  requirements 
of  S  12.102  of  this  chapter,  insert  the  con¬ 
tract  clause  set  forth  in  S  12.102-3 (a) . 

§  7.703—35  Qmvict  labor. 

In  accordance  with  the  requirements 
of  §  12.202  of  this  chapter,  insert  the  con¬ 
tract  clause  set  forth  in  §  12.203  of  this 
chapter. 

§  7.703—36  Eqpial  opportunity. 

"In  accordance  with  the  requirements 
of  §  12.802  of  this  chapter,  insert  the  con¬ 
tract  clause  set  forth  therein. 

§7.703-37  Walsh-Healey  Public  Con¬ 
tracts  Act. 

In  accordance  with  the  requirements 
of  Subpart  F.  Part  12  of  this  chapter, 
insert  the  contract  clause  set  forth  in 
§  12.605  of  this  chiq)ter. 

§  7.703-38  Work  Hours  Act  of  1962^ 
Overtime  compensation. 

Insert  the  contract  clause  set  forth  in 
§  12.403-1(2)  of  this  chapter. 

§  7.703—39  Supersedure. 

SXTPESSSDUBZ  (SZPT.  1964) 

When  tbe  acquisition,  construction,  or  in¬ 
stallation  ctf  the  FaciUties  caUed  tor  by  this 
contract,  or  any  usable  increment  thereof, 
is  completed  axMl  accepted  by  the  Govern¬ 
ment,  such  Facilities  shall  thereafter  be  sub¬ 
ject  to  the  provisions  of  the  related  facilities 
contract  by  which  the  use  of  such  items  by 
the  Contracts  is  authorized. 

§  7.703—40  Price  reduction  for  defective 
cost  or  pricing  data. 

In  accordance  with  the  requirements 
of  1 7.104-29,  insert  the  appropriate 
clause  set  forth  therein. 

§  7.703—41  Audit  and  records. 

In  accordance  with  the  requirements 
of  §7.104-41(0),  insert  the  appropriate 
clause  set  forth  therein  except  that  para- 
gnqih  (a)  thereof  shall  be  modified  to 
read  as  follows; 

(a)  The  Contractor  shall  ma.intAin  books, 
records,  dociiments.  and  other  evidence  and 
accounting  procedures  and  practices,  suffi¬ 
cient  to  reflect  properly  (i)  aU  direct  and 
indirect  costs  of  whatever  nature  claimed 
to  have  been  incurred  and  anticipated  to  be 
incurred  for  the  performance  of  thu  contract 
and  (11)  the  use  of,  and  charges  for  the  use 
of,  the  FaciUties.  The  foregoing  constitute 
“records’*  for  the  purposes  of  this  clause. 
(Sept.  1964) 

§  7.703—42  Subcontractor  cost  and  pric¬ 
ing  data. 

In  accordance  with  the  requirements 
,of  §  7.104-42,  insert  the  appropriate 
clause  set  forth  therein. 


§  7.703—43  Gmipetition  in  subcontract¬ 
ing. 

In  accordance  with  the  requirements 
of  8  7.104-40,  Insert  the  clause  set  forth 
therein. 

§  7.704  Required  dauses  for  facilities 
use  contracts. 

The  following  clauses  shall  be  inserted 
in  all  facilities  use  contracts. 

§  7.704—1  Definititms. 

Insert  the  contract  clause  set  forth  in 
8  7.103-1,  togetl^  with  the  additional 
definitions  set  forth  in  8  7.702-1.  Addi¬ 
tional  definitions  may  be  included  in 
such  clause  provided  they  are  not  incon¬ 
sistent  with  such  clause  or  the  provisions 
of  this  subchapter. 

§  7.704-2  Use  and  riiarges. 

Insert  the  contract  clause  set  forth  in 
§  7.702-12. 

§  7.704—3  Allowable  cost  and  payment. 
Allowable  Cost  and  Payment  (Sept.  1964) 

(a)  For  the  performance  of  any  work,  duty, 
or  obligation  by  the  Contractor  imder  this 
contract,  which  is  provided  herein  to  be  at 
Government  expense,  the  Government 

pay  the  Contractor  the  cost  thereof,  deter¬ 
mined  by  the  Contracting  Officer*  to  be  al¬ 
lowable  in  accordance  with  (1)  Section  XV, 
Part  6,  of  the  Armed  Services  Procurement 
Regulation  as  In  effect  on  the  date  'of  this 
contract;  and  (11)  the  terms  of  this  con¬ 
tract. 

(b)  Except  as  otherwise  specifically  pro- 
.vided  In  this  contract,  the  fail\ire  of  this 

contract  to  provide  for  reimbursement  shall 
not  preclude  the  Contractor  from  Including,  - 
as  part  of  the  price  or  cost  under  any  other 
Ctoyernment  contract  or  subcontract,  an  al¬ 
locable  portion  of  the  costs  Incurred  in  the 
performance  of  any  work,  duty,  or  obliga¬ 
tion  vmder  this  contract  which  are  not  re¬ 
imbursable  herexmder. 

§  7.784—4  Limitation  of  cost. 

Insert  the  contract  clause  set  forth  in 
8  7.702-11. 

§  7.704—5  Examination  of  records. 

In  accordance  with  the  instructions  in 
§7.702-13,  insert  the  contract  clause  set 
forth  in  8  7203-7. 

§  7.704—6  Location  of  the  facilities. 

Insert  the  contract  clause  set  forth 
in  §  7.702-8. 

§  7.704—7  Maintenance. 

Insert  the  ccmtract  clause  set  forth 
in  8  7.702-14. 

§  7.704—8  Inspection.  ^ 

Insert  the  contract  clause  set  forth 
in  §7.702-6. 

§  7.704-9  Tide. 

Insert  the  contract  clause  set  forth 
in  8  7.702-15,  except  that  the  following 
paragraph  (a)  shall  be  substituted  for 
the  corre^nding  paragraph  in  that 
clause: 

(a)  Title  to  the  Facilities  shall  remain  In 
the  Government.  Title  to  parts  replaced  by 


•In  contracts  of  the  Department  of  the 
Navy,  insert  *‘the  Director,  Ck)ntract  Audit 
Division,  Auditor  General  of  the  Navy,  Wash¬ 
ington.  D.C.“  in  lieu  of  “the  Contracting 
Officer”. 


r 
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the  Ckmtractcv  In  tsarrylng  out  its  normal 
maintenance  obligations  pursuant  to  the 
clause  of  this  contract  entitled  “Mainte¬ 
nance”  shall  pass  to  and  vest  in  the  Govern¬ 
ment  upon  completion  of  their  installation 
in  the  Facilities.  (Sept.  1964) 

§  7.704-10  Access. 

Inse^  the  contract  clause  set  forth 
in  i  7.702-16. 

§7.704—11  Propertj  controL  . 

Insert  the  contract  clause  set  forth 
In  f  7.702-17. 

§  7.704—12  Representations  and  warran¬ 
ties. 

Insert  the  contract  clause  set  forth 
in  i  7.702-5. 

§  7.704—13  Government  bills  of  lading. 

Insert  the  contract  clause  set  forth 
in  i  7.7'>2-9. 

§  7.704—14  Liability  for  the  facilities. 

Insert  the  contract  clause  set  forth 
in  8  7.702-18. 

§  7.704-15  Indenmificati<m  of  the  Gov¬ 
ernment. 

Insert  the  contract  clause  set  forth 
in  8  7.702-20.  deleting  the  phrase  ‘‘Except 
as  provided  in  the  ‘Insurance — ^Liability 
to  Third  Persons’  clause”  in  the  first 
sentence. 

§  7.704—16  Notice  of  use  of  the  facili¬ 
ties. 

Insert  the  contract  clause  set  forth 
in  8  7.702-23. 

§  7.704—17  Termination  of  the  ^ise  of 
the  facilities. 

Insert  the  contract  clause  set  forth 
in  8  7.702-24. 

§  7.704—18  Period  of  this  contract. 

Insert  the  contract  clause  set  forth 
in  8  7.702-25: 

§  7.704—19  Disposition  of  the  facilities. 

Insert  the  contract  clause  set  forth 
In  8  7.702-26. 

§  7.704—20  Failure  to  perform. 

Insert  the  contract  clause  set  forth 
in  8  7.702-27,  except  that  the  phrase 
“Subject  to  the  provisions  of  the  clause 
hereof  entitled  ‘Excusable  Delays’,"  shall 
be  deleted  in  paragraph  (a). 

§  7.704—21  Disputes. 

In  accordance  with  the  instructions  in 
8  7.203-12,  insert  the  contract  clause  set 
forth  in  8  7.103-12. 

§  7.704—22  Military  security  require¬ 
ments. 

In  accordance  with  the  instructions  in 
8  7.702-29,  insert  the  contract  clause 
called  for  therein. 

§  7.704-23  Assignment  of  claims. 

In  accordance  with  the  instructions  in 
8  7.103-8,  insert  the  contract  clatise  set 
called  for  therein. 

§  7.704—24  Officials  not  to  benefit. 

Insert  the  contract  clause  set  forth  in 
8  7.103-19. 

§  7.704—25  Gratuities. 

In  accordance  with  the  requirement  of 
8  7.104-16,  insert  the  contract  clause  set 
forth  therein. 


§  7.704-26  Covenant  against  contingent 
fees. 

Insert  the  contract  clause  set  forth  in 
8  7.103-20. 

§  7.704—27  Payment  for  overtime  in^ 
minms. 

In  accordance  with  the  requirements  of 
8  12.102  of  this  chapter.  Insert  the  con¬ 
tract  clause  set  forth  in  8  12.102-3(a). 

§  7.704—28  fxmvict  labor. 

In  accordance  with  the  requirements  of 
8  12.202  of  this  chapter,  insert  con¬ 
tract  clause  set  forth  in  812.203  of  this 
cluq;>ter. 

§  7.704—29  Equal  opportunity. 

In  accordance  with  the  requirements  of 
8  12.802  of  this  chapter,  insert  the  con¬ 
tract  clause  set  forth  therein. 

§  7.704-30  Work  Honrs  Act  of  1962— 
overtime  compensation. 

Insert  the  contract  clause  set  forth 
in  8  12.403-1(2)  of  this  chapter. 

§  7.704—31  Supersedure. 

Sttpsrssdttkx  (Sept.  1964) 

(a)  Faculties  heretofore  provided  to  the 
Contractor  pursuant  to  the  contracts  speci¬ 
fied  In  the  Schedule  shaU  become  subject  to 
the  terms  of  this  contract  upon  Its  effective 
date.  The  terms  of  the  contracts  by  which 
such  Facilities  may  have  been  provided  to  the 
Contractor  are  hereby  superseded  with  re¬ 
spect  to  such  Facilities,  except  for  rights  and 
obligations  which  may  have  accrued  under 
such  other  contract  prior  to  the  effective  date 
hereof. 

(b)  Each  Item  of  Faculties  hereafter  pro¬ 
vided  to  the  Contractor  under  any  contract 
which  so  specifies  shaU  become  subject  to  the 
terms  of  this  contract  upon  the  completion 
of  Its  construction,  acquisition,  apd  Installa¬ 
tion,  or  upon  Its  avallabUlty  for  use,  which¬ 
ever  first  occurs,  except  as  otherwise  provided 
in  the  contract  or  other  document  by  which 
such  Faculties  are  provided  to  the  Contractor. 

§  7.704—32  Price  reduction  for  defective 
cost  or  pricing  data. 

In  accordance  with  the  requirements 
of  8  7.104-29,  insert  the  appropriate 
clause  set  forth  therein. 

§  7.704—33  Audit  and  records. 

In  accordance  with  the  requirements 
of  8  7.104-41(0),  insert  the  appropriate 
clause  set  forth  therein  except  that  para¬ 
graph  (a)  thereof  shall  be  modified  to 
read  as  follows: 

(a)  The  Contractor  shaU  maintain  books, 
records,  documents,  and  other  evidence  and 
accounting  procedures  and  practices,  suffi¬ 
cient  to  reflect  properly  (1)  aU  direct  and 
Indirect  costs  of  whatever  nature  claimed  to 
have  been  Incurred  and  anticipated  to  be 
Incurred  for  the  performance  of  this  contract 
and  (U)  the  xise  of,  and  charges  for  the  use 
of,  the  FaclUties.  The  foregoing  constitute 
“records"  for  the  purposes  of  this  clatise.. 
(Sept.  1964) 

§  7.704—34  Subcontractor  cost  and  pric¬ 
ing  data. 

In  accordance  with  the  requirements 
of  §  7.104-42,  insert  the  appropriate 
clause  set  forth  therein. 

§  7.704—35  Competition  in  subcontract¬ 
ing. 

In  accordance  with  the  requirements 
of  8  7.104-40,  insert  the  clause  set  forth 
therein. 


§  7.705  Clauses  to  be  used  when  ap¬ 
plicable. 

§  7.705-1  Rifats  in  data. 

In  accordance  with  the  requirements 
of  Subpart  B  of  Part  9  of  this  chapter, 
insert  the  appropriate  clause  set  forth  in 
8  9.203  of  this  chapter  with  appropriate 
additional  or  alternate  paragraphs  as 
prescribed  by  the  instructions  set  forth 
therein.  Particular  attention  shall  be 
given  to  obtaining  data  where  necessary 
to  make  possible  the  use  or  disposal  of  * 
facilities. 

§  7.705—2  Filing  of  patent  applications. 

In  accordance  with  the  requirements 
of  8  9.106  or  8  9.106-1  of  this  chapter, 
insert  either  of  the  contract  clauses  set 
forth  therein,  as  appropriate. 

§  7.705—3  Priorities,  allocations,  and  al¬ 
lotments. 

In  accordance  with  the  requirements 
of  8  1.307-2  of  this  chapter,  insert  the 
clause  set  forth  in  8  7.104-18. 

§  7.705—4  Transfer  of  title  to  the  fa¬ 
cilities. 

In  accordance  with  the  instructions 
contained  in  8  4.214-4  of  this  chapter, 
the  following  clause  may  be  inserted  in 
facilities  contracts. 

TRANsrsa  or  Trn.E  to  the  FAeiLrriES 
(Sept.  1964) 

Notwithstanding  the  provisions  of  the 
clause  of  this  contract  entitled  “Title”,  the 
Contracting  Officer  may  at  any  time  during 
the  term  of  this  contract,  or  upon  completion 
or  termination,  transfer  title  to  equipment  to 
the  Contractor  upon  such  terms  and  condi¬ 
tions  as  may  be  agreed  upon:  Provided,  That 
the  Contractor  shall  not  under  any  Govern¬ 
ment  contract,  or  subcontract  thereunder, 
charge  for  any  depreciation,  amortization,  or 
use  of  such  equipment  as  is  donated  under 
thir  clause.  Upon  the  transfer  of  title  to 
equipment  imder  this  clause,  such  equip¬ 
ment  ShaU  cease  to  be  Government  property. 

§  7.705—5  Labor  standards  fm  construc¬ 
tion  work. 

Except  as  provided  in  81 12.403-2, 12.- 
403-3,  and  12.403-4  of  this  chapter,  every 
construction  contract,  as  this  term  is  de¬ 
fined  in  8  12.402  of  this  chapter,  shall 
include  the  following. 

Labor  Standards  for  Construction  Work 
(^FT.  1964) 

(a)  In  the  event  that  construction,  altera¬ 
tion,  or  repair  (including  painting  and  deco¬ 
rating)  of  pubUc  buUdings  or  public  works 
is  to  be  performed  hereimder,  the  Contractor 
ShaU,  prior  to  commencing  the  work,  request 
the  determination  of  the  Contracting  Officer 
as  to  the  appUcabUity  of  the  Davis-Bacon 
and  Copeland  Acts  and  shaU  not  perform  any 
of  said  items  hereunder  without  receipt  of 
such  determination. 

(b)  The  Contractor  shaU,  In  the  per¬ 
formance  of  lt«ns  of  work  so  determined  to 
be  subject  to  the  Davis-Bacon  Act,  comply 
with  the  foUowing  clauses  set  forth  in  12- 
403.1  of  the  Armed  Services  Procmement 
Regulation  in  effect  as  of  the  date  of  this 
contract: 

(i)  “Davis-Bacon  Act  (40  UJ3.C.  276a- 
276a-7)  ”, 

(ii)  “Apprentices”, 

(iii)  “PayroU  Records  said  Payrolls”, 

(Iv)  “Copeland  ('Anti-Kickback’)  Act — 

Nonrebate  of  Wsiges”, 

(V)  “Withholding  of  Funds  to  Assure  Wage 
Payment”,  and 

(Vi)  “Subcontracts — ^Termination**. 
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(e)  Upon  determination  tbat  tbe  Davie* 
Bacon  Act  la  appUoable  to  any  item  of  WOTk 
to  be  performed  hereunder,  the  Ckmtractor 
shall  submit  a  request  for  a  predetermina¬ 
tion  of  the  prevailing  wage  rates  to  be  made 
applicable  to  such  work.  Upon  receipt  of 
such  request,  the  Contracting  Officer  shall, 
as  soon  as  possible,  obtain  a  predetermina¬ 
tion  of  the  iq>pllcable  prevailing  wage  rates 
and  publish  such  rates  and  Incidental  in¬ 
structions  in  numbered  exhibits  to  this 
contract.  Upon  publication  thereof,  such 
exhibits  shall  be  considered  the  wage  deter¬ 
mination  decision  of  the  Secretary  of  Labor 
referred  to  in  paragraph  (a)  of  the  "Davis- 
Bacon  Act**  clause.  Each  such  exhibit  shall 
indicate  to  what  work  the  rates  set  forth 
therein  shall  apply,  including  the  period  of 
time  within  which  subcontracts  subject  to 
such  rates  may  be  Issued. 

§  7.705-6  Buy  American  Act— construc¬ 
tion  ccmtracts. 

In  accordance  with  the  requirements 
of  f  6.204-5  of  this  chiqiter.  every  con¬ 
tract  for  construction  shall  include  the 
contract  clause  set  forth  therein. 

§  7.705—7  Improvements  to  buildings  or 
land  owned  by  the  government. 

Where  necessary  to  assure  that  Gov¬ 
ernment  buildings  or  land  will  not  be 
modified  in  a  manner  detrimental  to  the 
interests  of  the  Government,  the  follow¬ 
ing  clause  shall  be  inserted. 

IXPsovKioMTS  TO  BinumvGS  OB  Land  Ownxd 
BT  THB  OOVBaMMXMT  (SXPT.  1964) 

(a)  The  Ckjntractor  shall  not  construct 
or  make,  at  its  expense,  any  fixed  improve¬ 
ment  to,  or  structural  alteration  in  the  na¬ 
ture  of,  buildings  or  land  owned  or  leased 
by  the  Government,  without  prior  written 
approval  of  the  Contracting  Officer. 

(b)  For  the  purposes  of  paragraph  (a), 
the  terms  “fixed  Improvement”  and  "struc¬ 
tural  alteration”  mean  any  improvement  to 
or  alteration  In  the  nature  of  the  buildings 
or  land  which,  after  completion,  cannot  be 
removed  without  substantial  loss  of  value  or 
damage  to  the  premises.  Such  terms  do  not 
include  foundations  for  production  equip¬ 
ment. 

§  7.705-8  Patent  rights. 

In  all  Facilities  contracts  in  which 
research  or  development  or  both  will  be 
involved,  insert  one  of  the  clauses  set 
forth  in  §9.107-5  or  §9.107-6  of  this 
chapter,  with  additional  or  alternate 
paragraphs  as  prescribed  therein,  except 
that  the  percentage  amount  specified  to 
be  withheld  under  paragraph  (g)  of  the 
clause  set  forth  in  §  9.107-5 (a)  and 
paragraph  (f)  of  the  clause  set  forth  in 
5  9.107-5 (b)  may  be  changed  from  “ten 
percent  (10%)”  to  “one  percent  (1%)”. 
In  Facilities  contracts  with  educational 
or  nonprofit  institutions,  paragraph  (g) 
of  the  clause  set  forth  in  §  9.107-5  (a) 
and  paragraph  (f)  of  the  clause  set 
forth  in  §  9.107-5  (b)  may  be  omitted. 

§  7.705—9  Required  source  for  jewel 
bearings. 

In  accordance  with  the  requirements 
of  §  1.315  of  this  chapter,  insert  the 
clause  set  forth  therein. 

§  7.705—10  Changes  to  make-or-buy 
program. 

In  accordance  with  the  requirements 
of  §  3.902-4  of  this  chapter,  insert  the 
clause  set  forth  therein. 


FEDERAL  REGISTER 

§  7.705-11  iMerest. 

m  accordance  with  the  requirements 
of  §§  163.118  and  163.119  of  this  chapter, 
insert  the  clause  set  forth  in  f  163.118. 

§  7.705—12  Negotiated  overhead  rates. 

Where  negotiated  overhead  rates  are 
to  be  used  in  contracts  with  concerns 
other  than  educational  institutions  pur¬ 
suant  to  Subpart  G,  Fart  3  ot  this  chap¬ 
ter,  insert  the  contract  clause  set  forth 
in  §  3.704-1  of  this  chapter  except  that 
the  reference  to  “Part  2  of  Section  XV” 
in  paragraph  (c)  thereof  shall  be 
changed  to  “Part  5  of  Section  XV”. 
Where  negotiated  ovffi*head  rates  (post- 
determined  or  predetermined)  are  to  be 
used  in  contracts  with  educational  insti¬ 
tutions.  pursuant  to  that  subpart,  insert 
the  appropriate  contract  clause  sekXorth 
in  §  3.704-2  of  this  chapter  except  that 
reference  to  “Section  XV,  Part  3”  in  par¬ 
agraph  (c)  of  these  two  clatises  shall  be 
changed  to  “Section  XV,  Part  5”. 

§  7.705—13  Advance  payments. 

When  advance  payments  are  to  be 
made  in  accordance  with  Subpart  D, 
Part  163  of  this  chapt^,  insert  the  ap- 
prc^riate  clause  as  set  forUi  in  §  163.64-2. 


PART  8— TERMINATION  OF 
-  CONTRACTS 

13.  Section  8.502-2  is  revised  to  read 
as  follows: 

§  8.502—2  Return  of  prtqierty  to  sup¬ 
pliers. 

Contractors  are  authorized  and  shall 
be  encouraged  to  return  allocable  quan¬ 
tities  of  contractor-acquired  property  to 
suppliers  for  full  credit  less  tte  supplier’s 
normal  restocking  charge  or  25  percent 
of  cost,  whichever  is  less.  Contractors 
shall  not  include  in  their  settlement  pro¬ 
posals  the  cost  of  such  property  returned 
to  suppliers  in  accordance  with  this  sec¬ 
tion.  Contractors  may  include  in  their 
settlement  proposals  as  “other  costs”  the 
transportation  handling  and  restocking 
charges  with  respect  to  the  property  so 
returned. 


PART  9— PATENTS,  DATA,  AND 
COPYRIGHTS 

14.  Sections  9.100  and  9.102  are  re¬ 
vised;  the  introductory  text  of  §  9.102-1 
is  revised;  and  the  introductory  te^  of 
i  9.102-2  is  revised,  as  follows:  ' 

§  9.100  Scope  of  subpart. 

This  subpart  prescribes  contract 
clauses  and  instructions  which  define  and 
implement  the  policy  of  the  Department 
of  Defense  with  respect  to — 

(a)  Inventions  made  in  the  course  of 
experimental,  developmental,  or  research 
work  performed  under  Government  con¬ 
tracts; 

(b)  Patent  infringement  liability  re¬ 
sulting  from  work  performed  by  or  for 
the  Government; 

(c)  Royalties  payable  in  connection 
with  the  performance  of  Government 
contracts; 

(d)  Security  requirements  covering 
patent  aiH>lications  containing  classified 
subject  matter  filed  by  contractors. 
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§  9.102  Autboriaation  and  consent. 

(a)  Under  28  UJS.C.  1498,  any  suit  for 
infringement  of  a  United  States  patent 
based  on  the  manufactiire  or  use  by  or 
for  the  United  States  of  an  invention 
described  in  and  covered  by  a  patent  of 
the  United  States  by  a  contractor  or  by 
a  subcontractor  (including  lower-tier 
subcontractors)  can  be  maintained  only 
against  the  (Government  in  the  Court  of 
Claims,  and  not  against  the  contractor 
or  subcontractor,  in  those  cases  where 
the  Government  has  authorized  or  con¬ 
sented  to  the  manufacture  or  use  of 
the  patented  invention.  Accordingly, 
to  insure  that  woiic  by  a  contractor  or 
subcontractor  imder  a  Government  con¬ 
tract  may  not  be  enjoined  by  reason  of 
patent  infringement,  authorization  and 
consent  shall  be  given  as  herein  pro¬ 
vided.  The  liability  of  the  Government 
for  damages  in  any  such  suit  against  it 
may.  however,  ultimately  be  borne  by 
the  contractor  or  subcontractor  in  ac¬ 
cordance  with  the  terms  of  any  patent 
indemnity  clause  sdso  included  in  the 
contract,  and  an  authorization  and  con¬ 
sent  clause  does  not  detract  from  any 
patent  indffinniflcation  commitment  by 
the  contractor  or  subcontractor.  There¬ 
fore,  both  a  patent  indemnity  clause  and 
an  authorization  and  consent  clause  may 
be  included  in  the  same  contract. 

(b)  Any  provision  whereby  the  Gov¬ 
ernment  expressly  agrees  to  indemnify 
the  contractor  against  liability  for 
patent  infringement  shall  not  be  in¬ 
cluded  in  a  contract. 

(c)  An  authorizati(m  and  consent 
clause  shall  not  be  used  in  contracts 
where  both  (xunplete  performance  and 
delivery  are  to  be  outside  the  United 
States,  its  possessions,  or  Puerto  Rico. 

§  9.102—1  Authorization  and  consent  in 
contracts  for  supplies. 

The  contract  clause  set  forth  below 
may  be  included  in  all  contracts  for 
supplies  (including  construction  work), 
except: 

(a)  When  prohibited  by  §  9.102(c) ;  or 

(b)  In  contracts  for  experimental, 
developmental,  or  research  work  in 
which  the  clause  of  §  9.102-2  is  required. 

•  •  •  •  • 

§  9.10^2  Authorization  and  consent  in 
contracts  for  research  or  develop¬ 
ment. 

Greater  latitude  hi  the  use  of  patented 
inventions  may  be  necessary  in  a  con¬ 
tract  for  experimental,  developmental,  or 
research  work  than  in  a  contract  for 
supplies.  Unless  prohibited  by  §  9.102 

(c),  the  clause  set  forth  below  shall  be 
included  in  all  contracts  calling  exclu¬ 
sively  for  experimental,  developmental, 
or  research  work,  and  may  be  included 
in  contracts  calling  for  both  supplies  and 
experimental,  developmental,  or  research 
work  where  the  latter  work  Is  a  primary 
purpose  of  the  contract.  In  all  other 
contracts  for  both  supplies  and  experi¬ 
mental.  developmental,  or  research  work, 
the  Authorization  and  Consent  clause  of 
§  9.102-1  shall  be  used.  If  the  clause  set 
forth  below  is  included  in  a  contract,  the 
clause  in  §  9.102-1  shall  not  be  included. 
*  •  •  •  • 
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RULES  AND  REGULATIONS 


15.  Sections  9.103  and  9.103^1  are  re¬ 
vised;  I  9.103-2  is  revoked;  and  S  9.103-3 
is  revised,  to  read  as  follows: 

§  9.103  Patent  indemnification  of  Gov¬ 
ernment  hj  contractor. 

In  order  that  the  Government  may  be 
reimbursed  for  liability  for  patent  in¬ 
fringement  arising  out  of  or  resulting 
from  the  performance  of  construction 
contracts  or  contracts  for  supplies  which 
normally  are  or  have  been  sold  or  offered 
for  sale  to  the  public  in  the  commercial 
open  market  or  which  are  the  same  as 
such  supplies  with  a  relatively  minor 
modification  thereof  a  clause  providing 
for  indemnification  of  the  Government 
is  to  be  included  in  such  contracts  in 
accordance  with  the  instructions  set 
forth  below.  A  patent  indemnity  clause 
shall  not  be  used  in  contracts: 

(a)  Where  the  Authorization  and 
Consent  clause  of  9-102.2  applicable  to 
research  and  development  contracts  is 
authorized,  except  that  in  cohtracts  call¬ 
ing  also  for  supplies  of  the  kind  described 
above,  a  patent  indemnity  clause  may  be 
used  with  respect  to  such  supplies; 

(b)  Where  the  contract  is  for  supplies 
which  clearly  are  not  or  have  not  been 
sold  or  offered  for  sale  to  the  public  in 
the  commercial  open  market.  However, 
even  in  the  foregoing  instance,  a  patent 
indemnity  clause  may  be  included  where 
(1)  in  the  case  of  contracts  to  be  awarded 
by  formal  advertising  it  is  desired  to 
obtain  an  indemnity  as  to  specific  com¬ 
ponents  or  spare  parts  so  sold  or  offered 
for  sale,  in  which  case  the  clause  shall 
be  modified  pursuant  to  §  9.103-1  (b) ; 
or  (2)  in  the  case  of  contracts  to  be 
awarded  either  by  formal  advertising 
(see  §  2.407-8  of  this  chapter)  or  negoti¬ 
ation,  a  patent  owner  contends  that  the 
prospective  procurement  would  infringe 
his  patent  and  the  low  bidder  or  offeror 
is  willing  to  indemnify  the  Government 
as  to  such  patent  either  (i)  without  in¬ 
crease  in  price  on  the  basis  that  the 
patent  is  invalid  or  not  Infringed,  or  (ii). 
for  other  good  reasons; 

(c)  Where  both  performance  and  de¬ 
livery  are  to  be  outside  the  United  States, 
its  possessions,  or  Puerto  Rico,  unless  the 
contract  indicates  that  the  supplies  are 
ultimately  to  be  shipped  into  the  United 
States,  its  possessions,  or  Puerto  Ri(K>, 
in  which  case  the  instructions  of  §  9.103- 
1  or  S  9.103-3  are  applicable;  or 

(d)  Where  the  contract  is  for  an 
amount  of  $5,000  or  less,  except  that,  as 
a  matter  of  administrative  convenience, 
the  clause  need  not  be  deleted  where  it  is 
a  part  of  a  standard  form  being  used  for 
contracts  of  $5,000  or  less,  since  it  is  self¬ 
deleting  as  to  such  contracts. 

§  9.103—1  Patent  indemnification  in  fm*- 
mally  advertised  contracts — commer¬ 
cial  status  predetermined. 

(a)  Except  as  prohibited  by  §  9.103 
the  clause  set  forth  below  is  appropriate 
in  formally  advertised  construction  con¬ 
tracts  and  shall  be  Included  in  formally 
advertised  contracts  for  supplies  when 
It  has  been  determined  in  advance  of 
issuing  the  invitation  for  bids  that  the 
supplies  (or  such  supplies  apart  from 
relatively  minor  modifications  to  be 
made  thereto)  normally  are  or  have  been 


sold  or  offered  for  sale  by  any  supplier 
to  the  public  in  the  commercial  open 
market. 

Patent  Indxicnitt  (Sept.  1964) 

If  the  amount  of  this  contract  is  In  excess 
of  $5,000,  the  Contractor  shaU  Indemnify 
the  Government  and  Its  officers,  agents,  and 
employees  against  liability.  Including  costs, 
for  Infringement  of  any  United  States  letters 
patent  (except  letters  patent  Issued  upon  an 
application  which  Is  now  or  may  hereafter 
be  kept  secret  or  otherwise  withheld  from 
Issue  by  order  of  the  Government)  arising 
out  of  the  manufacture  (»  delivery  of  sup- 
pUes  or  out  of  construction,  alteration,  modi¬ 
fication,  or  repair  or  real  property  (herein¬ 
after  referred  to  as  “construction  work”) 
und«r  this  contract,  or  out  of  the  use  or 
disposal  by  ot  for  the  account  of  the  Gov¬ 
ernment  of  such  supplies  or  construction 
work.  The  foregoing  Indemnity  shaU  not  ap¬ 
ply  tmless  the  Contractor  shall  have  been 
Infcx-med  as  soon  as  practicable  by  the  Gov¬ 
ernment  of  the  suit  or  action  alleging  such 
Infringement,  and  shall  have  been  given  such 
opportvinity  as  Is  afforded  by  applicable  laws, 
rules,  or  reg^ulatlons  to  participate  in  the  de¬ 
fense  thereof;  and  fiu*ther,  such  Indemnity 
ShaU  not  apply  to:  (1)  an  Infringement  re¬ 
sulting  from  compliance  with  specific  written 
Instructions  of  the  Contracting  Officer  direct¬ 
ing  a  change  In  the  supplies  to  be  deUvered 
or  In  the  materials  or  equipment  to  be 
used,  or  directing  a  manner  of  performance 
of  the  contract  not  normaUy  used  by  the 
Contractor:  (11)  an  Infringement  resulting 
from  addition  to,  or  change  In,  such  supplies 
or  components  furnished  or  construction 
work  performed  which  addition  or  change 
was  made  subsequent  to  deUvery  or  perform¬ 
ance  by  the  Contractor;  or  (lU)  a  claimed 
Infringement  which  Is  settled  without  the 
consent  of  the  Contractor,  imless  required 
by  final  decree  of  a  coiirt  of  competent  Jur¬ 
isdiction. 

(b)  Where  a  supply  contract  calls  in 
part  for  specific  components  or  spare 
parts  which  normalh^  are  or  have  been 
sold  or  offered  for  sale  by  any  supplier  to 
the  public  in  the  commercial  open  mar¬ 
ket,  or  such  items  with  relatively  minor 
modifications,  the  Patent  Indemnity 
clause  of  paragraph  (a)  of  this  section 
shall  be  modified  by  adding  to  the  end 
of  the  clause  either  of  the  following  sen¬ 
tences: 

The  foregoing  shaU  not  apply  to  the  fol¬ 
lowing: 

(Specifically  Identify  the  Items  to  be  ex¬ 
cluded  from  the  Patent  Indemnity  clause) 
(Sept.  1964) 

or 

The  foregoing  shall  apply  only  to  the  fol¬ 
lowing: 

(Specifically  Identify  the  Items  to  which 
the  Patent  Indemnity  clause  applies)  (Sept. 
1964) 

§  9.103-2  Patent  indemnification  in  for¬ 
mally  advertised  contracts— commer¬ 
cial  status  not  predetermined.  [Re¬ 
voked] 

§  9.103—3  Patent  indemnification  in  ne¬ 
gotiated  contracts. 

A  patent  indemnity  clause  is  not  re¬ 
quired  to  be  included  in  negotiated  con¬ 
tracts.  but  may  be  included,  first,  in 
negotiated  construction  contracts,  sec¬ 
ond,  as  authorized  in  S  9.103(b)  (2),  and 
third,  in  negotiated  contracts  for  sup¬ 
plies  where  such  supplies  normally  are 
or  have  been  sold  or  offered  for  sale  by 
the  contractor  to  the  public  in  the  com¬ 


mercial  open  market,  or  are  such  sup¬ 
plies  with  relatively  minor  modifications 
made  thereto.  Ordinarily,  the  contract¬ 
ing  officer,  in  consultation  with  the  con¬ 
tractor,  should  be  able  to  determine 
whether  the  supplies  being  purchased 
normally  are  on  sale  or  have  been  sold 
or  offered  for  sale  by  the  contractor  to 
the  public  in  the  commercial  open  mar¬ 
ket. 

(a)  Subject  to  the  foregoing  and  to 
the  prohibitions  in  §  9.103,  the  clause  set 
forth  in  §  9.103-1  (a)  is  approved  for  use 
in  negotiated  contracts  for  construction 
work  or  supplies. 

(b)  Where  a  supply  contract  calls  in 
part  for  specific  cmnponents  or  spare 
parts  which  normally  are  or  have  been 
sold  or  offered  for  sale  by  the  contractor 
to  the  public  in  the  commercial  open 
market,  or  such  items  with  relatively 
minor  modifications,  the  patent  indem¬ 
nity  clause  of  S  9.103-1  (a)  shall  be  modi¬ 
fied  by  adding  to  the  end  of  the  clause 
either  of  the  following  sentences: 

The  foregoing  shall  not  apply  to  the  fol¬ 
lowing: 

(Specifically  identify  the  items  to  be  ex¬ 
cluded  from  the  Patent  Indemnity  clause) 
(SEPT.  1964) 

or 

The  foregoing  shall  apply  only  to  the  fol¬ 
lowing: 

(Specifically  identify  the  items  to  which 
the  Patent  Indemnity  claiise  applies)  (SEPT. 
1964) 

16.  The  introductory  text  of  §  9.103-4  is 
revised;  the  contract  clause  in  §  9.104  is 
revised;  and  the  introductory  text  of 
S  9.107-5 (c)  is  revised,  to  read  as  follows: 

§  9.103—4  Waiver  of  indemnity  by  the 
Government. 

In  the  event  that  it  is  desired  to  ex¬ 
empt  one  or  more  specified  United  States 
patents  from  the  patent  indemnity 
clause  of  §  9.103-1,  authority  shall  first 
be  obtained  from  the  Secretary  con¬ 
cerned  or  his  authorized  representative, 
and  the  following  clause  shall  be  includ¬ 
ed  in  the  contract,  in  addition  to  the 
patent  indemnity  clause: 

•  *  •  •  * 

§  9.104  Notice  and  assistance. 

***** 
Notice  and  Assistance  Regarding  Patent  and 
Copyright  Infringement  (Sept.  1964) 

The  provisions  of  this  clause  shall  be  appli¬ 
cable  only  if  the  amount  of  this  contract  ex¬ 
ceeds  $10,000. 

(a)  The  Contractor  shall  report  to  the 
Contracting  Officer,  promptly  and  in  reason¬ 
able  written  detail,  each  notice  or  claim  of 
patent  or  copirrlght  infringement  based  on 
the  performance  of  this  contract  of  which 
the  Contractor  has  knowledge. 

(b)  In  the  event  of  any  claim  or  suit 
ag^nst  the  Government  on  account  of  any 
alleged  patent  or  copyright  infringement  aris¬ 
ing  out  of  the  performance  of  this  contract 
or  out  of  the  use  of  any  supplies  furnished 
or  work  or  services  performed  hereunder,  the 
Ckintractor  shall  furnish  to  the  Government, 
when  requested  by  the  Contracting  Officer,  all 
evidence  and  information  in  possession  of  the 
Contractor  pertaining  to  such  suit  or  claim. 
Such  evidence  and  Information  shall  be  fur¬ 
nished  at  the  expense  of  the  Government 
except  where  the  Contractor  has  agreed  to 
indemnify  the  Government. 


Saturday,  October  31,  1964 
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§  9.107—5  Qanses  for  domestic  con- 
-  tracts.  ^ 

•  •  •  •  • 

(c)  Patent  rights  {deferred)  clause. 
Where  the  ccmtractlns  oflBcer  has  deter* 
mined  that  the  proposed  contract  comes 
within  fi  9.107-4(d).  he  shidl  include  in 
the  contract  the  Patent  Rights  (Title) 
clause  set  forth  in  paragraph  (a)  of  this 
section,  except  that  the  name  x)f  the 
clause  shall  be  changed  to  'Tatent 
Rights  (Deferred)"  and  paragraph  (h) 
of  that  clause  shall  be  replaced  by  the 
following  paragraph  (h).  The  clause, 
when  so  modified,  differs  from  the  clause 
set  forth  in  paragraph  (a)  of  this  section 
only  in  the  circumstances  under  which 
the  (Government  may  permit  the  con¬ 
tractor  to  acquire  greater  rights  than  the 
license. 

«  *  •  •  • 


PART  12— LABOR 

17.  Sections  12.404-2, 12.404r-8.  12.404- 
9,  and  12.501  are  revised  to  read  as 
follows: 

§  12.404—2  Wage  determinatioBS. 

(a)  Requests  for.  Requests  fm:  the 
determination  of  wage  rates  by  the  Sec¬ 
retary  of  Labor  shall  be  submitted  cm 
Department  of  Labor  Form  DB-11  in 
accordance  with  the  instructions  con¬ 
tained  in  29  CFR  5.3.  Requests  should 
ordinarily  be  submitted  at  least  30  calen¬ 
dar  days  before  required  for  the  adver- 
fisement  or  negotiation  of  the  contract 
for  which  the  determination  is  sought. 

(b)  Umitations.  Wage  determina¬ 
tions  initially  issued  i^all  be  effective  for 
120  calendar  days  from  the  (hite  of  such 
determinations.  If  such  a  wage  deter¬ 
mination  is  not  used  in  the  period  of 
its  effectiveness,  it  is  void.  If  it  appears 
that  a  wage  determination  may  expire 
between  bid  opening  and  award,  a  new 
wage  determination  should  be  requested 
sufficiently  in  advance  of  the  bid  opening 
to  assure  receipt  prior  thereto.  How¬ 
ever,  when  due  to  unavoidable  circum¬ 
stances  a  determination  expires  before 
award  and  after  bid  opening,  the  Solici¬ 
tor  of  Labor  upon  a  written  finding  to 
that  effect  by  the  Secretary  of  ttie  De¬ 
partment  concerned  in  individual  cases 
may  extend  the  exi^ation  date  of  a 
determination  whenever  he  finds  it  nec¬ 
essary  and  proper  in  the  public  interest 
to  prevent  injustice  or  imdue  hardship 
or  to  avoid  serious  Impairment  in  the 
conduct  of  Gtovemment  business. 

(c)  Modifications.  (1)  Modifications 
by  the  Secretary  of  Labor  of  an  original 
wage  determination  shall  be  made  part 
of  the  proposed  contract  if  received  prior 
to  the  award  of  the  contract:  Provided, 
That,  in  a  formally  advertised  procure¬ 
ment,  any  modification  received  by  the 
Department  concerned  less  than  ten  cal¬ 
endar  days  before  the  opening  of  bids 
may  be  disregarded.  Therefore,  all 
copies  of  modifications  and  detennina- 
tions  shall  be  time-date  stamped  to  show 
when  they  were  first  received  by  the 
Departnaent. 

(2)  Pursuant  to  subparagraph  (1)  of 
this  paragnq>h,  if  a*  new  determination 
or  a  modification  is  received  by  the  De¬ 
partment  ten  or  more  days  before  bid 
opening,  the  contracting  officer  shall: 


(1)  If  the  modification  or  new  deter- 
minatipn  is  received  by  the  contracting 
officer  before  the  bid  opening,  notify 
bidders  of  the  new  rates  by  an  amend¬ 
ment  to  the  Invttatlon  for  bids  and  ex¬ 
tend  the  date  of  opening  if  necessary;  or 

(ii)  If  the  modificatlcm  or  new  deter¬ 
mination  is  received  by  the  contracting 
officer  after  Md  opening,  use  the  follow¬ 
ing  procedure: 

(a)  If  there  are  no  changes  to 
applicable  wage  rates  or  if  there  are  in¬ 
creases  which  the  low  responsible,  re¬ 
sponsive  bidder  will  accept  witiiout 
change  i^  his  bid  price,  award  shaU  be 
made  to  such  low  bidder:  Provided,  That 
written  acceptance  of  the  new  rates  is 
obtained  from  such  low  bidder  and  is 
attached  to  the  bid  and  that  the  new 
rates  are  made  a  part  of  the  contract. 

(b)  If  any  applicable  wage  rate  is 
decreased  or  if  there  is  any  increase 
which  the  low  responsible,  responsive 
bidder  will  not  accept  without  change 
in  his  bid  price,  award  will  not  be  made 
until  the  procurement  has  been  re¬ 
advertised  using  a  correct,  current  de¬ 
termination. 

<d)  Posting.  The  contracting  ofiBcer 
shall  ascertain  that  a  copy  of  the  wage 
determination  is  kept  posted  at  the  site 
of  the  work  in  a  prominent  place  where 
it  can  be  easily  seen  by  the  workers. 

§  12.404—8  Enforcement  reports. 

(a)  Where  underpayments  total  $500 
or  more,  or  are  willful,  the  Department 
concerned  sdiall  furnish  to  the  Depart¬ 
ment  of  Labor,  as  soon  as  practicable,  a 
detailed  enforcement  report.  Such  re¬ 
ports  shall  include  a  statement  of  the 
findings  as  to  the  violations  and  infor¬ 
mation  as  to  restitution  made,  pasnnent 
deductions,  contract  terminations,  and 
the  names  and  addresses  of  the  workers, 
contractors,  and  subcontractors  con¬ 
cerned. 

(b)  Where  underpayments  total  less 
than  $500  and  are  nonwillful,  and  vdiere 
restitution  has  been  effected  and  future 
compliance  assured,  no  report  need  be 
furnished  to  the  Department  of  Labor, 
unless  the  Department  of  Labor  has  ex¬ 
pressly  requested  that  the  investigation 
be  made.  In  the  latter  case,  the  Depart¬ 
ment  concerned  shall  submit  a  factual 
summary  report  in  accordance  with  29 
CJ.R.  5.7(a)(1). 

(c)  Where  there  Is  substantial  evi¬ 
dence  that  violations  are  willful  and  in 
breath  of  the  False  Affidavits  Act  (18 
UH.C.  1001)  or  other  criminal  statute, 
the  matter  shall  be  forwarded  to  the  At¬ 
torney  CGeneral  for  prosecution  and  the 
Secretary  of  Labor  ^all  be  informed  of 
such  action. 

§  12.404—9  Suspensions  and  deductions 
of  contract  payments. 

In  the  event  of  failure  or  refusal  to 
pay  all  or  any  part  of  the  wages  due 
workers,  the  contracting  officer  may  sus¬ 
pend  further  contract  payments  to  the 
contractor  in  amounts  equal  to  such  un¬ 
paid  wages  and  liquidated  damages  which 
may  be  due  until  dth^  restitution  has 
been  made  directly  by  the  contractor  or 
subcontractor  concerned  or  deductions 
against  pasrment  vouchers  are  made  as 
provided  below.  If  such  failure  or  re¬ 
fusal  appears  continuing  and  willful,  or 


in  the  event  of  any  other  failure  or 
rrfusal  to  conmly  with  contract,  statu¬ 
tory,  and  regifiatory  requirements,  the 
contracting  officer  may  suspend  all  fu¬ 
ture  contract  payments  to  the  contractor 
until  such  violations  have  ceased.  If 
restituticai  is  not  made  directly  by  the 
contractor  or  subcontractor  within  a 
reasonable  time,  or,  in  any  event,  prior  to 
final  payment  imder  the  contract,  the 
contracting  officer  shall  submit  with  the 
contractor’s  payment  voucher  or  vouch¬ 
es  a  “Schedule  of  Deductions  from  Pay¬ 
ments  to  Contractors  (Act  of  August  30, 
1935)’’  on  Standard  Form  1093  and  a 
statement  of  the  amount  to  be  withheld 
as  liquidated  damages.  These  amounts 
shall  be  deducted  from  the  payments 
made  to  the  contractor,  and  the  amounts 
shown  to  be  due  works's  shall  be  depos¬ 
ited  in  the  Treasury  in  accordance  with 
D^artmental  procedures. 

§  12.501  Safety  and  health  regulations. 

The  Secretary  of  Labor  has  promul¬ 
gated  Safety  and  Health  Regulations  for 
Ship  Repairing  and  Shipbuilding  pursu¬ 
ant  to  the  authority  of  Public  Law  85- 
742,  72  Stat.  835  (approved  August  23, 
1958)  amending  section  41  of  the  Long¬ 
shoremen’s  and  Harbor  Workers’  Com¬ 
pensation  Act  (33  U.S.C.  941).  These 
regulations  are  set  forth  in  Titie  29,  Code 
of  Federal  Regulations,  SubtiUe  B,  Part 
1501  and  Part  1502. 

PART  13~-GOVERNMENT  PROPERTY 

18.  A  note  is  added  to  Subpart  F,  fol¬ 
lowing  the  subpart  heading,  to  read  as 
follows: 

Subpart  F — Use  of  Government- 

Owned  Industrial  Facilities  on  Work 

Other  Than  for  a  Military  Depart¬ 
ment 

Note:  The  rental  rates  and  rental  appli¬ 
cability  provisions  set  forth  in  ft  13.601  and 
13.603  should  be  disregarded,  and  the  provi¬ 
sions  contained  in  Exhibit  A  of  the  contract 
clause  in  I  7.702-12  used  in  lieu  thereof. 


PART  15-^ONTRACT  COST  PRIN¬ 
CIPLES  AND  PROCEDURES 

19.  Section  15.205-10  is  revised  to  read 
as  follows: 

§  15.205—10  Employee  morale,  health, 
and  welfare  costs  and  credits. 

Reasonable  costs  of  morale,  health, 
and  welfare  activities,  such  as  house  pub¬ 
lications,  health  or  first  aid  clinics,  rec¬ 
reational  activities,  and  employee  coim- 
seling  services,  incurred,  in  accm-dance 
with  the  contractor’s  established  prac¬ 
tice  or  custom  in  the  Industry  or  area, 
for  the  improvement  of  working  condi¬ 
tions,  employer-employee  relations,  em¬ 
ployee  morale,  and  employee  perform¬ 
ance,  are  allowable.  Income  generated 
from  any  of  these  activities  shall  be 
credited  to  the  costs  thereof  unless  such 
InccHne  has  been  irrevocably  set  over  to 
employee  welfare  organizations. 


PART  30— APPENDIXES  TO  ARMED 
SERVICES  PROCUREMENT  REGULA¬ 
TIONS 

20.  In  §  30.2,  item  203  is  amended  by 
revising  the  heading  and  paragraph  (b) ; 
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-  RULES  AND  REGULATIONS 


item  206  is  revised;  item  SOl(b)  is  re- 
vtsed;  item  304.1  is  revised;  new  sub¬ 
division  (Vi)  is  added  to  item  304.7(b); 
and  a  new  item  304.8  is  added,  as 
follows: 

§  S0.2  Appendix  B — ^Manual  for  control 
of  G^emment  pr(^»ert7  in  poases- 
sion  of  contractors. 

*  •  •  •  • 

208  Duties  and  responsibilities  of  Prop¬ 
erty  Administrators.  •  •  • 

(b)  He  shall,  as  the  authorlaed  repre¬ 
sentative  at  the  contract  administrator  or 
administrators.  Insure  compliance  with  the 
contract  requirements  relative  to  Oovem- 
ment  property  and  Insure  fulfillment  of  all 
obligations  imposed  by  this  Manual.  Except 
as  may  be  provided  pursuant  to  B-304.1(e). 
he  shall  at  the  Inception  of  each  contract 
review  and  approve  in  writing  the  con¬ 
tractor’s  property  control  system,  except  that 
where  the  contractor  hSs  a  number  of  con¬ 
tracts,  the  property  administrator  may  per¬ 
form  such  review  and  give  such  approval  not 
less  often  than  six  months.  ^ 

*  *  ^  •  *  • 

206  Segregation  or  commingling  of  Gov¬ 
ernment  property  and  contractor’s  property. 
Government  property  will  be  segregated  and 
kept  physically  separate  from  contractor- 
owned  property.  However,  when  ad¬ 
vantageous  to  the  Government  and  con¬ 
sistent  with  the  contractor’s  authority  to 
use  such  property,  the  pre^rty  may  be 
commingled; 

(I)  When  the  Government  property  Is 
special  tooling  or  plant  equipment  which 
is  clearly  identified  and  recorded  as  Govern- 
ment  property, 

(II)  When  approved  by  the  property  ad¬ 
ministrator  In  connection  with  research 
and  development  contracts, 

(III)  When  material  Is  Included  In  a 
multicontract  cost  and  material  control 
system  approved  In  accordance  with 
B-604.l(e).or 

(Iv)  When  otherwise  approved  by  the 
property  administrator. 

SOI  General.  •  •  • 

(b)  The  contractor’s  property  control  sys¬ 
tem  shall  be  reviewed  and  approved  In 
writing  by  the  property  administrator  either 
at' the  inception  of  each  contract  or  peri¬ 
odically,  as  provided  In  B-203(b) .  In  appro¬ 
priate  cases,  the  review  will  Include  a  deter¬ 
mination  as  to  whether  a  mxdtlcontract  cost 
and  material  control  system  would  be  in  the 
Interests  of  the  Government.  Any  necessary 
corrective  action  will  be  required  of  the  con¬ 
tractor  prior  to  approval.  Such  corrective 
action  will  normally  be  effected  by  the  prop¬ 
erty  administrator  through  mediation  with 
the  contractor.  Where  corrective  action 
would  involve  substantial  Increased  costs  or 
where  agreement  as  to  the  corrective  action 
Is  not  reached  through  mediation,  the  differ¬ 
ences  vrlll  be  referred  to  the  contract 
administrator. 

•  •  •  •  • 

304.1  Records  of  materials.  All  Govern¬ 
ment  material  furnished  to  the  contractor, 
as  well  as  all  other  material,  title  to  which 
has  passed  to  the  Government,  by  reason  of 
allocation  from  contractor-owned  stores,  or 
by  reason  of  purchase  by  the  contractor  for 
direct  charge  to  a  Government  contract,  or 
othwwlse,  shall  be  recorded  m  accordance 
with  the  contractor’s  property  control  sys¬ 
tem,  as  follows: 

(a)  Contractor’s  property  control  system. 
Except  as  provided  m  (d)  and  (e)  below,  the 
contractor’s  property  control  system  shall  be 
such  as  to  provide  the  following  information; 

(I)  Ckmtract  number. 

(II)  Nomenclature  or  description  of  Item. 

(III)  Quantity  received. 

(Iv)  Quantity  Issued. 

(V)  Balance  on  hand. 


(vi)  Posting  reference, 
vll)  Date  received  or  issued, 
vlii)  Unit  price. 

(Iz)  Location. 

(X)  Disposition  action  taken. 

(b)  Consolidated  stock  record.  Where  a 
contractor  has  ukhw  than  one  Government 
contract  under  which  Government  mat«lal 
is  iwovlded,  a  consolidated  record  for  ma¬ 
terials  may  be  authcHrlsed,  provided  the 
total  quantity  of  any  Item  is  allocated  to 
each  ccmtract  by  contract  number  and  each 
requisition  of  material  from  contractor- 
owned  stores  Is  charged  to  the  contract  on 
which  the  material  Is  to  be  used.  The  sup- 
portmg  document  or  Issue  slip  shall  show 
the  contract  niunber  or  equivalent  code 
designation  to  which  the  Issue  is  charged. 

(c)  Custodial  records.  Custodial  records 
shall  be  maintained  for  tool  crib  Items,  guard 
force  Items,  protective  clothing  and  other 
Items  issued  for  the  use  of  Individuals  In 
the  performance  of  their  w(X'k  \inder  the 
contract. 

(d)  Use  of  receipt  and  issue  documents. 
Based  on  a  determination  of  the  property 
administrator  m  accordance  with  B-301(b),' 
the  contractor  may  maintain  In  lieu  of 
“stock  records’’  a  file  of  appropriately  cross- 
referenced  documents  representing  receipt. 
Issue,  and  adjustments  of  Government-pro¬ 
vided  material  In  performance  of  a  Govon- 
ment  contract.  Such  determination  Shall 
be  consistent  with  generally  accepted  ac¬ 
counting  iMtustices  and  a  low  frequency  of 
receipt  and  issue  of  the  Items  of  material 
specified.  l.e.,  usually  issued  directly  upon 
receipt).  Accordingly: 

(I)  The  property  administrator  may  au¬ 
thorize  this  method  of  pre^rty  control  for 
Government-provided  material.  Including 
but  hot  limited  to  Items  used  in  manufactur¬ 
ing  or  maintenance,  office  supplies,  etc.;  and 

(II)  This  method  of  pre^erty  control  may 
be  used  for  research  and  development 
contracts. 

(e)  Multicontract  cost  and  material  con¬ 
trol — (1)  Description  and  scope.  A  multi¬ 
contract  cost  and  material  control  system 
constitutes  a  modification  of  the  require¬ 
ments  for  physical  Identification  of  Govern¬ 
ment  material  and  substitutes  theref(»-  a 
system  of  financial  accoimtlng.  The  system 
operates  as  follows: 

(I)  ’The  contraettw  may  acquire,  purchase, 
requisition,  receive,  store,  and  Issue  like 
Items  of  material  for  the  total  requirements 
of  all  contracts  Included  In  the  system  with¬ 
out  Identifying  the  material  to  each  contract. 

(II)  Ihe  contractor  may  commingle, 
during  all  stages  of  contract  performance. 
Government-owned  and  contractor-owned 
material  and  work  in  process,  which  was 
furnished,  acquired,  or  produced  for  all  Gov¬ 
ernment  contracts  of  any  type  covered  by 
the  syston,  without  physical  segregation 
or  Identification  to  Individual  contracts. 

(III)  In  lieu  of  physical  segregation  and 
Identification  to  Individual  contracts,  pe¬ 
riodic  calculation  ot  requirements  and  dis¬ 
tribution  of  costs  to  all  contracts  permits 
the  allocation  of  material  costs  to  products 
delivered.  This  system,  by  refiectlng  the 
materials  expended  to  perform  each  con¬ 
tract  at  any  stage  In  production,  permits 
usage  analysis  to  determine  reasonableness 
of  consmnptlon  and  expenditure  of  Gov¬ 
ernment  material  prescribed  In  B-203(f). 

(Iv)  The  system  may  appropriately  Include 
all  Government  contracts  of  any  type  which 
involve  cmnmon  repetitive  operations. 

(v)  The  system  does  not  require  com- 
mlngllng  of  all  common  materials  of  all 
contracts  included.  For  example,  items  of 
Government-furnished  material  of  high  value 
or  In  short  supply  may  be  excluded  from 
commingling  and  reserved  for  xise  In- per¬ 
formance  of  the  contract  under  which  fur¬ 
nished. 

(Vi)  Notwithstanding  B-207.1,  physical  In¬ 
ventories  of  material  In  stores  included  In 
the  system  (other  than  work  In  process)  wUl 


be  taken  by  the  contractor  at  least  annually, 
price  extended,  and  reconciled  to  the  quanti¬ 
tative  balance  for  each  line  Item,  and  ad¬ 
justments  recorded  in  the  stock  record  and 
financial  inventory  control  accounts.  Such 
physical  inventories  and  adjustments  shall 
be  reviewed  by  and  are  subject  to  the  ap¬ 
proval  of  the  property  administrator.  An 
eqxiltalfie  distribution  to  cost  accounts  of  any 
Inventory  losses  will  be  subject  to  a  like  re¬ 
view  and  approval. 

(2)  Authorization.  The  Head  of  a  Procur¬ 
ing  Activity  or  his  designee  (or  If  more  than 
one  Procuring  Activity  or  Government  agen¬ 
cy  is  Involved,  the  Head  of  the  Procuring  Ac¬ 
tivity  having  the  preponderant  monetary 
Interest,  with  the  concvtrrence  of  other  in¬ 
terested  Heads  of  Procuring  Activities  or 
their  designees,  and  eqvilvalent  officials  of 
other  Interested  Government  agencies)  may 
authorize  a  contractor  who  Is  performing  or 
will  perform  more  than  one  Government 
contract  to  use-  a  multicontract  cost  and 
material  control  system  In  accordance  with 
this  paragraph.  The  approving  authority 
will,  for  each  system,  approve  such  detailed 
operating  procedures  as  are  necessary  for 
that  particular  system. 

(3)  Criteria.  A  multicontract  cost  and 
material  control  system  may  be  authorized  If 
the  following  criteria  are  met — 

(I)  the  contractor  demonstrates  that  sav¬ 
ing  or  Improved  operations  will  result  from 
adoption  of  the  system  or  that  It  will  other¬ 
wise  be  In  the  Interest  of  the  Government; 

(II)  the  contractor’s  accounting  system  is 
adequate  to  satisfy  the  requirements  set  out 
in  B-304A;  and 

(lii)  the  sjrstem  Is  applied  to  existing  Gov¬ 
ernment  contracts  only  and  excludes  ma¬ 
terials  acquired  or  costs  Incurred  for  non¬ 
government  work  or  In  anticipation  of  future 
Government  work. 

304.7  Financial  control  accounts.  *  *  • 

(b)  Material.  •  •  •’ 

(vl)  Materials  accounted  tar  imder  an 
approved  multicontract  cost  and  material 
control  system. 

•  *  •  *  • 

304.8  Financial  accounting  requirements 
for  multicontract  cost  and  material  control 
systems.  Whenever  a  multlcontract  cost  and 
material  control  system  Is  authorized,  the 
contractor’s  financial  accounts  must  Include 
all  material.  Including  Government-fur¬ 
nished  material  In  the  system.  Specifically, 
his  acco\uitlng  system  must  be  adequate  to: 

(I)  Provide  on  a  complete  and  timely 
basis  a  clear  “audit  trail’’  frtxn  costs  of  ma¬ 
terials  acquired  for  each  contract  to  materials 
iised  or  disposed  of  on  each  contract: 

(II)  Refiect  separately  for  Government- 
furnished  and  contractco'-acqulred  material 
In  stores  (except  work  In  process)  the  inven¬ 
tory  balances  as  affected  by  receipts,  issues, 
adjustments  and  other  dispositions; 

(ill)  Determine  unit  costs  for  each  Identi¬ 
fiable  peut.  component,  subassembly,  assem¬ 
bly,  end  Item  and  contract  Item; 

(Iv)  Calculate  amoxmts  for  cost  reim¬ 
bursements  and  progress  payments  diulng 
the  life  of  the  contract  by  applying  or  allo¬ 
cating  such  imlt  costs  developed  through 
each  stage  of  work  in  process  to  contract 
Items  tor  the  requirements  of  each  contract: 
and 

(v)  Insure  that  when  material  furnished 
by  one  procuring  activity  is  used  on  a  con¬ 
tract  of  another  procuring  activity,  the  fur¬ 
nishing  activity  receives  credit  for  such 
material. 

(Rev.  7,  ASPR,  Sept.  1,  1964]  (Sec.  2202,  70A 
Stat.  120;  10  UJ5.C.  2202.  Interpret  or  apply 
secs.  2301-2314,  70A  Stat.  127-133;  10  U.S.C. 
2301-2314) 

J.  C.  Lambirt. 

Major  Gener^,  United  States 
Army,  The  Adjutant  General. 

(PR.  Doc.  64-11104.  Piled,  Oct.  30,  1964; 

8:45  am.] 


Saturday,  October  31,  1964 
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Title  5— ADMIMSTRAUVE 
PERSONNa 

Chapter  I — Civil  Service  Commission 
PART  213~EXCEPTED  SERVICE 
Entire  Executive  Civil  Service 
§  213.3102  [Revoked] 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  paragraph(s)  of  S  213.- 
3102,  having  expired  by  its  own  terms,  is 
revoked. 

(R.S.  1763,  sec.  2.  22  Stat.  403,  as  amended; 
6  U.S.C.  631,  633;  B.O.  10577,  10  Fit.  7521, 
3  CFR,  1064-1958  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  David  F.  Williams, 

Director, 

Bureau  of  Management  Services. 

[FJl.  Doc.  64-11126;  Filed,  Oct.  30.  1964; 
8:40  am.] 


PART  213— EXCEPTED  SERVICE 

Department  of  Agriculture 

§  213.3113  [Revoked] 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  subparagraph  (7)  of  para¬ 
graph  (a)  of  S  213.3113,  having  expired 
by  its  own  terms,  is  revoked. 

(R.S.  1768,  sec.  2,  22  Stat.  403,  as  amended; 
5  U.S.C.  631,  633;  E.O.  10677,  10  F.R.  7621. 
3  CFR,  1054-1068  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  David  F.  Williams, 

Director, 

Bureau  of  Management  Services. 

[FJl.  Doc.  64-11124;  FUed,  Oct.  80.  1964; 
8:49  a.m.] 


Title  7— AGRICULTURE 

Subtitle  A — Office  of  the  Secretary  of 
Agriculture 

PART  16— MILK  INDEMNITY 
PAYMENT  PROGRAM 

Subpart — Regulations  Governing  Milk 
Indemnity  Payments 

This  subpart  contains  the  regulations 
which  set  forth  the  terms  and  conditions 
under  which  the  indemnity  pairments 
will  be  made  to  eligible  dairy  farmers 
whose  milk  is  removed  from  the  market 
because  of  pesticide  residue  content. 

Sec. 

16.1  Administration. 

162  Definitions. 

16.3  Indemnity  payment. 

16.4  Normal  marketings. 

16.6  Pair  market  value. 

16.6  Information  to  be  furnished. 

16.7  Other  requirements. 

16.8  Application  for  payment. 

16.9  Assignments. 

16.10  Instructions  and  form. 

16.11  Limitation  of  authority. 

16.12  Estates  and  trusts;  minors. 

16.13  Appeals. 

16.14  Setoffs. 

16.16  Overdisbursement. 

No.  214 - 4 


Sec. 

16.16  Death,  incompetency  at  disappearance. 

16.17  Records  and  inspection  thereof. 

Authoritt:  The  provisions  of  this  Part  16 
issued  pursiiant  to  section  831  of  the  Bco- 
nomlc  Opportunity  Act  of  1064,  78  Stat.  526. 

§  16.1  Administration. 

This  indemnity  payment  pr<^am  will 
be  carried  out  by  ABCS  under  the  direc¬ 
tion  and  supervision  of  the  Deputy  Ad¬ 
ministrator.  In  the  field,  the  program 
will  be  administered  by  the  State  and 
County  Committees. 

§  16.2  Definitions. 

For  purpose  of  this  subpart,  the  fol¬ 
lowing  terms  shall  have  the  meanings 
specified: 

(a)  “Secretary”  means  the  Secretary 
of  Agriculture  of  the  United  States  or 
any  officer  or  employee  of  the  United 
States  Department  of  Agriculture  to 
whom  authority  has  been  delegated,  or 
to  whom  authority  may  hereafter  be  del¬ 
egated.  to  act  in  his  stead. 

(b)  “ASCS”  means  the  Agricultural 
Stabilization  and  Conservation  Service, 
United  States  Department  of  Agriculture. 

(c)  “Deputy  Administrator”  means 
the  Deputy  Administrator,  State  and 
County  Operations,  ASCS. 

(d)  “State  Committee”  means  the 
Agricultural  Stabilization  and  Conserva¬ 
tion  State  Committee. 

(e)  “County  Committee”  means  the 
Agricultural  Stabilization  and  Conserva¬ 
tion  County  Committee. 

(f)  “Pesticide”  means  an  economic 
poison  which,  at  the  time  of  its  use,  was 
registered  with  the  Secretary  pursuant 
to  the  provisions  of  the  Federal  Insecti¬ 
cide,  Fungicide,  and  Rodenticide  Act.  as 
amended  (7  U.S.C.  135-135k).  and  was 
recommended  for  use  in  the  then  current 
Agriculture  Handbook  No.  120,  “Insecti¬ 
cide  Recommendations  of  the  Entomol¬ 
ogy  Research  Division  for  the  Control 
of  Insects  Affecting  Crops,  Livestock  and 
Households.” 

'  (g)  “Milk  handler”  means  the  market¬ 
ing  agency  to  or  through  which  the 
eligible  dairy  farmer  marketed  his  milk 
or  butterfat  immediately  before  he  was 
directed  to  remove  his  milk  or  butterfat 
from  the  commercial  market. 

(h)  “Eligible  farmer”  means  a  person 
who  produces  milk  which  is  removed 
from  the  conunercial  market  any  time 
from  January  1, 1964,  to  January  15, 1965, 
pursuant  to  direction  of  a  public  agency 
or  a  milk  handler  because  of  detection 
of  pesticide  residue  in  such  milk  by  tests 
made  by  a  public  agency  or  imder  a  milk 
testing  program  deemed  adequate  for  the 
purpose  by  a  public  agency. 

(i)  “Person”  means  an  individual, 
partnership,  association,  corporation, 
trust,  estate  or  other  legal  enti^. 

(j)  “Application  period”  means  any 
period  with  respect  to  which  application 
for  payment  is  made  beginning  not  ear¬ 
lier  than  January  1,  1964,  and  ending 
not  later  than  January  15,  1965,  during 
which  an  eligible  farmer’s  milk  is  re¬ 
moved  from  the  commercial  market  pur¬ 
suant  to  direction  of  a  public  agency  or 
milk  handler  for  reason  specified  in  para¬ 
graph  (h)  of  this  section. 

(k)  “Pay  period”  means  the  period 
used  by  the  milk  handler  in  settling  with 


the  eligible  farmer  for  whole  milk  or 
butterfat  purchased  from  him,  usually 
Id-wedtiy  or  monthly,  or,  in  the  case 
of  an  eligible  f sumer  whose  commercial 
market  consisted  of  direct  retail  sales  to 
consumers,  a  calendar  month. 

(l)  “Whole  milk”  means  milk  as  pro¬ 
duced  by  cows. 

(m)  “Butterfat”  means  milk  fat  in 
farm  separated  cream. 

(n)  “Public  agency”  means  any  Fed¬ 
eral,  State  or  local  public  regulatory 
agency. 

(o)  “Commercial  market”  means  the 
mai^et  to  which  the  eligible  farmer  nor¬ 
mally  delivered  his  milk  or  butterfat  and 
from  which  it  was  removed  because  of 
detection  of  pesticide  residues. 

(p)  “Removed  from  the  commercial 
market”  means  milk  or  butterfat  (1) 
produced  and  destroyed  or  fed  to  live¬ 
stock.  or  (2)  produced  and  delivered  to 
a  handler  who  destroyed  it  or  disposed 
of  it  on  a  salvage  basis  (such  as  separat¬ 
ing  it.  destroidng  the  fat,  and  drying  the 
skim  milk) ,  or  (3)  produced  and  diverted 
to  other  than  the  commercial  market. 

(q)  “Subject  to  refund”  means  a  pay¬ 
ment  made  by  a  milk  handler  to  an  eli¬ 
gible  farmer  which  such  farmer  is  obli¬ 
gated  to  refimd  to  the  milk  handler. 

§  16.3  Indemnity  payment. 

The  indemnity  payment  to  the  eligible 
farmer  who  is  determined  by  the  County 
Committee  to  be  in  compliance  with  all 
the  terms  and  conditions  specified  in  the 
regulations  in  this  subpart  shall  be  the 
fair  market  value  of  his  normal  market¬ 
ings  for  the  application  period,  as  deter¬ 
mined  in  accordance  with  §§  16.4  and 
16.5,  less  (a)  any  amount  he  received  for 
milk  or  butterfat  marketed  during  the 
application  period,  and  (b)  any  amount 
he  received  from  a  milk  handler  with 
respect  to  whole  milk  or  butterfat  re¬ 
moved  from  the  commercial  market 
which  is  not  subject  to  refund. 

§  16.4  Normal  marketings. 

The  Coimty  Committee  shall  deter¬ 
mine  the  eligible  producer’s  normal  mar¬ 
ketings  which,  for  the  purposes  of  this 
subpart,  shall  be  the  sum  of  the  quanti¬ 
ties  of  whole  milk  or  butterfat  which 
such  producer  would  have  sold  in  the 
commercial  market  in  each  of  the  pay 
periods  in  the  application  period  but  foi 
the  removal  of  his  milk  or  butterfat  from 
the  commercial  market  because  of  de¬ 
tection  of  pesticide  residue.  Determina¬ 
tion  of  normal  marketings  for  each  pay 
period  shall  be  based  upon  (a)  if  the 
eligible  producer  or  another  person  mar- 
keted  whole  milk  or  butterfat  from  the 
farm  during  the  period  in  the  previous 
year  equivalent  to  the  pay  period,  the 
marketings  of  whole  milk  or  butterfat 
from  Uie  farm  during  such  equivalent 
period,  or  (b)  if  the  eligible  producer  or 
another  person  did  not  market  whole 
milk  or  butterfat  from  the  farm  during 
the  period  in  the  previous  year  equivalent 
to  the  pay  period,  the  average  of  the 
eligible  producer’s  marketings  of  whole 
milk  or  butterfat  from  the  farm  per  pay 
period  during  the  three  months  imme¬ 
diately  prior  to  removal  of  his  whole  milk 
or  butterfat  from  the  commercial  market. 
In  the  case  of  normal  marketings  based 
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upon  paragraph  (a)  at  this  section,  such 
base  production  shall  be  adjusted  to  re¬ 
flect  any  change  in  the  rate  of  the  eli¬ 
gible  fanner’s  milk  production  from  the 
production  of  the  previous  year  due  to 
factors  such  as  changes  in  herd  size  both 
before  and  after  removal  of  milk  or 
butterfat  from  the  commercial  market, 
and  changes  in  management  practices 
before  such  removal.  In  the  case  of 
normal  marketings  based  upon  para¬ 
graph  (b)  of  this  section,  such  base  pro¬ 
duction  shall  be  adjusted  to  reflect  nor¬ 
mal  changes  in  the  farmer’s  milk  produc¬ 
tion  during  the  pay  period  due  to  sea¬ 
sonal  factors  affecting  production  and 
changes  in  herd  size.  If  only  a  portion 
of  a  pay  period  falls  within  the  applica¬ 
tion  period,  normal  marketings  for  such 
pay  period  shall  be  reduced  so  that  they 
represent  only  that  part  of  such  pay 
period  which  is  within  the  application 
period. 

§  16.5  Fair  market  value. 

The  County  Committee  shall  deter¬ 
mine  the  fair  market  value  of  the  eligible 
producer’s  normal  marketings  which,  for 
the  purposes  of  this  subpart,  shall  be 
the  sum  of  the  net  proceeds  such  pro¬ 
ducer  would  have  received  for  his  ad¬ 
justed  normal  marketings  in  each  of  the 
pay  periods  in  the  application  period. 
Determination  of  the  net  proceeds  such 
producer  would  have  received  in  each 
pay  period  in  the  application  period 
shall  be  made  on  the  basis  of  the  eligible 
producer’s  normal  marketings  for  each 
such  pay  period  multiplied  by  the  average 
net  price  per  hundredweight  of  whole 
milk  or  per  pound  of  butterfat  paid  dur¬ 
ing  the  pay  period  by  such  farmer’s  milk 
handler  in  the  same  area  for  milk  or 
butterfat  similar  in  quality  and  butterfat 
test  to  that  marketed  by  the  eligible 
farmer  in  the  base  period  used  to  deter¬ 
mine  his  normal  marketings,  or.  in  the 
case  of  an  eligible  farmer  whose  ccxn- 
mercial  market  consisted  of  direct  retail 
sales  to  consumers,  on  the  basis  of  his 
normal  marketings  in  each  such  pay 
period  multiplied  by  the  average  net  price 
per  hundredweight  of  whole  milk  per 
pound  of  butterfat,  as  determined  by  the 
County  Committee,  which  other  farmers 
in  the  same  area  who  marketed  their 
whole  milk  or  butterfat  through  milk 
handlers  received  for  milk  or  butterfat 
similar  in  quality  and  butterfat  test  to 
that  marketed  by  the  eligible  farmer 
during  the  base  period  used  to  determine 
his  normal  maiketings.  In  determining 
the  average  net  price  for  whole  milk  or 
butterfat.  the  County  Committee  shall 
deduct  from  the  gross  price  any  trans¬ 
portation  and  administrative  costs  nor¬ 
mally  incurred  by  the  eligible  farmer 
but  which  were  not  incurred  because  of 
the  removal  of  his  milk  from  the  market. 

§16.6  Information  to  be  furnished. 

The  eligible  farmer  shall  furnish  to 
the  County  Committee  complete  and  ac¬ 
curate  information  sufficient  to  enable 
the  committee  to  make  the  determina¬ 
tions  required  in  S§  16.4  and  16.5.  Such 
information  shall  Include,  but  not  be 
limited  to: 

(a)  A  copy  of  the  notice  or  other  evi¬ 
dence  of  action  by  the  public  agency  or 
handler  which  resulted  in  removing  his 


milk  or  butterfat  from  the  commercial 
market,  including  the  name  of  the  pesti¬ 
cide  causing  such  removal. 

(b)  A  record  of  the  quantity  and  but¬ 
terfat  test  of  whole  milk  and  the  quan¬ 
tity  of  butterfat,  which  he  product  on 
his  farm  and  sold  during  each  pay  period, 
from  January  1,  1963,  to  the  time  the 
milk  was  removed  from  market.  Ihis 
shall  be  either  a  certifled  statement  or 
record  furnished  by  the  handler,  or 
equivalent  evidence  of  the  volumes  and 
quality  of  whole  milk  or  butterfat  mar¬ 
keted. 

(c)  The  number  of  cows  milked  dur¬ 
ing  each  pay  period  in  the  application 
period,  and  during  the  pay  periods  for 
a  three  month  period  immediately  prior 
to  the  application  period. 

(d)  A  statement  for  each  pay  period 
in  the  application  period  from  the  han¬ 
dler  showing  the  average  net  price  per 
cwt.  of  whole  milk  or  pormd  of  butterfat 
paid  in  the  eligible  producer’s  area  for 
whole  milk  and  butterfat  similar  in 
quality  to  that  delivered  by  the  eligible 
farmer  during  the  base  period  used  to 
determine  his  normal  marketings.  Such 
average  price  shall  be  based  on  the  mar¬ 
ket  price  for  such  milk  or  butterfat  less 
transportation  and  other  costs  which 
are  normally  incurred  by  the  eligible 
farmer  in  connection  with  deliveries 
from  the  farm,  but  which  have  been 
eliminated  because  of  removal  of  his 
milk  from  the  market.  In  the  event  the 
handler  does  not  have  information  on 
such  transportation  costs,  the  eligible 
fanner  shall  furnish  it. 

(e)  The  amoimt  of  pasments,  if  any. 
received  from  the  sale  of  milk  or  butter¬ 
fat  during  the  application  period. 

(f)  The  amount  of  any  pasonents 
made  to  the  eligible  farmer  by  the  milk 
handler  with  respect  to  the  milk  or  but¬ 
terfat  removed  from  market  which  are 
not  subject  to  refund. 

(g)  If  a  pesticide  containing  DDT  was 
used  after  July  1,  1963,  or  if  any  other 
pesticide  was  us^  after  November  15, 
1963,  by  the  farmer  in  producing  feed  for 
his  dairy  cattle,  the  name  of  such  pesti¬ 
cide  and  the  approximate  date  of  such 
use.  and  the  name  of  the  manufacturer. 

(h)  Such  other  information  as  the 
County  Committee  may  require  to  enable 
them  to  make  the  determinations  re¬ 
quired  by  the  Economic  Opportunity  Act 
of  1964  and  regulations  in  this  subpart. 

§  16.7  Other  requirements. 

No  indemnity  pa3anent  shall  be  made 
imder  this  subpart  to  any  farmer  whose 
milk  was  removed  from  the  commercial 
market  (a)  if  the  pesticide,  at  the  time 
of  its  use  by  the  farmer,  was  not  regis¬ 
tered  with  the  Secretary  and  recom¬ 
mended  for  use  as  provided  in  §  16.2(f) , 

(b)  if  such  removal  was  a  result  of  his 
failure  to  use  the  pesticide  in  accordance 
with  the  directions  and  limitations  stated 
oh  the  label  provided  with  the  pesticide, 

(c)  if  he  purchased  feed  used  in  feeding 
his  dairy  cattle  which  he  knew  contained 
a  harmful  level  of  pesticide  residues,  or 

(d)  if  he  has  failed  to  adopt  practices 
designed  to  eliminate  pesticide  residues 
from  his  milk  in  order  that  such  milk  may 
be  reinstated  to  the  commercial  market 
as  soon  as  possible. 


§  16.8  Application  for  payment. 

Application  for  payment  shall  be  made, 
on  a  form  prescribed  therefor  by  the 
Deputy  Administrator,  by  the  eligible 
farmer  or  his  legal  representative,  as  set 
forth  in  S  16.12,  who  must  sign  and  file 
the  form  with  the  ASCS  County  OfiBce 
for  the  county  where  the  farm  head¬ 
quarters  are  located  no  later  than  Jan¬ 
uary  15,  1965,  or  such  later  date  as  the 
Deputy  Administrator  may  specify.  Ap¬ 
plication  for  payment  shall  cover  appli¬ 
cation  periods  of  at  least  28  days,  except 
that,  if  the  entire  application  period,  or 
the  last  application  period,  is  shorter 
than  28  days,  applications  for  payment 
may  be  flled  for  such  shorter  period. 

§  16.9  Assignment. 

No  assignment  shall  be  made  of  any 
indemnity  payment  due  or  to  cmne  due 
under  the  regulations  in  this  subpart. 

§  16.10  Instructions  and  forms. 

The  Deputy  Administrator  shall  cause 
to  be  prepared  such  forms  and  instruc¬ 
tions  as  are  necessary  for  carrying  out 
the  regulations  in  this  subpart. 

§16.11  Limitation  of  authority. 

(a)  County  office  managers  and  State 
and  County  Committees  do  not  have  au¬ 
thority  to  modify  or  waive  any  of  the 
provisions  of  the  regulations  in  this  sub¬ 
part. 

(b)  The  State  Committee  may  take 
any  action  authorized  or  required  by  the 
regulations  in  this  subpart  to  be  taken  by 
the  County  Committee  which  has  not 
been  taken  by  such  Committee.  The 
State  Committee  may  also  (1)  correct, 
or  require  a  County  Committee  to  cor¬ 
rect,  any  action  taken  by  such  County 
Committee  which  is  not  in  accordance 
with  the  regulations  in  this  subpart,  or 
(2)  require  a  County  Committee  to  with¬ 
hold  taking  any  action  which  is  not  in 
accordance  with  the  regulations  in  this 
subpart. 

(c)  No  delegation  herein  to  a  State  or 
County  Committee  shall  preclude  the 
Deputy  Administrator  or  his  designee 
from  determining  any  question  arising 
under  the  regulations  in  this  subpart  or 
from  reversing  or  modifying  any  deter¬ 
mination  made  by  a  State  or  County 
Committee. 

§  16.12  Estates  and  trusts;  minors. 

(a)  A  receiver  of  an  insolvent  debtor’s 
estate,  an  executor  or  an  administrator 
of  a  deceased  person’s  estate,  the  guard¬ 
ian  of  an  estate  of  a  ward  or  an  incom¬ 
petent  person,  and  the  trustee  of  a  trust 
estate  shall  be  considered  to  represent  the 
insolvent  debtor,  the  deceased  person, 
the  ward  or  incompetent,  and  the  bene¬ 
ficiaries  of  a  trust,  respectively,  and  the 
production  of  the  receiver,  executor,  ad¬ 
ministrator.  guardian  or  trustee  shall  be 
considered  to  be  the  production  of  the 
person  he  represents.  Program  docu¬ 
ments  executed  by  any  such  person  will 
be  accepted  only  if  they  are  l^ally  valid 
and  such  person  has  the  authority  to 
sign  the  applicable  documents. 

(b)  A  minor  who  is  otherwise  an  eli¬ 
gible  producer  shall  be  eligible  for  in¬ 
demnity  payments  only  if  he  meets  one 
of  the  following  requirements:  (1)  Th® 
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right  of  majority  has  been  conferred  on 
tiirn  by  court  proceedings  or  by  statute; 
(2)  a  guardian  has  been  appointed  to 
manage  his  property  and  the  applicable 
program  documents  are  s^ed  by  the 
guardian;  (3)  a  bond  is  furnished  under 
which  the  surety  guarantees  any  loss  in¬ 
curred  for  which  the  minor  would  be 
liable  had  he  been  an  adult. 

§  16.13  Appeals. 

The  Appeal  Regulations  Issued  by  the 
Administrator,  ASCS,  effective  July  25, 
1964  (29  FJt.  8200),  shall  be  applicable 
to  appeals  farmers  from  determina¬ 
tions  made  pursuant  to  the  regulations  in 
this  subpart. 

§  16.14  Setoffs. 

(a)  If  the  eligible  farmer  is  indebted 
to  any  agency  of  the  United  States  and 
such  indebtedness  is  listed  on  the  county 
debt  record,  indemnity  payments  due  the 
eligible  farmer  under  the  regulations  in 
this  part  shall  be  applied,  as  provided  in 
the  Secretary’s  Setoff  Regulations,  Part 
13  of  this  subtitle  (29  F.R.  9425) ,  to  such 
Indebtedness. 

(b)  Compliance  with  the  provisions  of 

this  section  shall  not  deprive  the  eligible 
fanner  of  any  right  he  would  otherwise 
have  to  contest  the  justness  of  the  in¬ 
debtedness  involved  in  the  setoff  action, 
either  by  administrative  appeal  or  by 
legal  action.  -- 

§  16.15  Overdisbursement. 

If  the  indemnity  painnent  disbursed  to 
an  eligible  farmer  exceeds  the  amount 
authorized  under  the  regulations  in  this 
subpart  the  eligible  farmer  shaU  be  per¬ 
sonally  liable  for  repayment  of  the 
amount  of  such  excess. 

§  16.16  Death,  incompetency  or  disap¬ 
pearance. 

In  the  case  of  the  death,  incompetency;, 
or  disappearance  of  any  eligible  farmer 
who  is  entitled  to  an  Indemnity  pasrment, 
such  pa3rment  may  be  made  to  the  per¬ 
son  or  persons  specified  in  the  regula¬ 
tions  contained  in  §§  1472.1151  and  1472.- 
1154  of  this  title  (Payment  Program  for 
Shorn  Wool  and  Unshorn  Lambs 
(Pulled  Wool)  27  P.R.  933)  upon  proper 
application  to  the  office  of  the  appro¬ 
priate  County  Committee. 

§  16.17  Records  and  inspection  thereof. 

The  eligible  farmer  as  well  as  his  milk 
handler  and  any  other  person  who  fur¬ 
nishes  evidence  to  such  dairy  farmer  for 
the  purpose  of  enabling  him  to  receive  a 
milk  indemnity  pasrment  under  this  pro¬ 
gram  shall  maintain  any  existing  books, 
records  and  accounts  supporting  any  in¬ 
formation  furnished  in  connection  with 
this  program  until  January  31, 1968.  Au¬ 
thorized  representatives  of  the  Depart¬ 
ment  of  Agriculture  shall  at  all  times 
during  regular  business  hours  have  ac¬ 
cess  to  the  premises  of  the  eligible  dairy 
farmer,  his  milk  handler  and  of  the 
person  who  furnished  evidence  to  the 
eUrible  farmer  for  the  purpose  of  en¬ 
abling  him  to  receive  a  payment,  in  order 
to  ^pect,  exandne  and  make  copies  of 
such  books,  records  and  accounts. 


FEDERAL  REGISTER 

Note:  The  rei^brtliig  and/or  record  keep¬ 
ing  requirement  contained  herein  has  been 
approved  by  the  Bureau  of  the  Budget  in 
accordance  with  the  Federal  Reports  Act  of 
1942. 

Statbicent  or  Basbs  and  Considehations 

The  Economic  OiHX>rtunity  Act  of 
1964.  Part  D,  Title  m,  section  331  there¬ 
of  authorizes  the  Secretary  of  Agricul¬ 
ture  to  make  indemnity  payments,  at  a 
fair  market  value  to  dairy  farmers  who 
have  been  directed  since  January  1, 1964, 
to  remove  their  milk  from  commercial 
markets  because  it  contained  residues  of 
chemicals  registered  and  approved  for 
use  by  the  Federal  Government,  at  the 
time  of  such  use.  Such  indemnity  pay¬ 
ments  will  be  made  to  a  dairy  farmer  for 
milk  or  butterf at  removed  from  the  com¬ 
mercial  market  until  he  has  been  re¬ 
instated  or  January  15,  1965,  whichever 
is  earlier.  This  regulation  establishes  the 
basis  for  determining  which  dairy  farm¬ 
ers  are  eligible  to  receive  payments,  the 
volumes  of  milk  or  butterfat  in  farm 
separated  cream  on  which  they  are  eli¬ 
gible  for  payment,  and  the  fair  market 
value, of  such  milk  or  butterfat.  Some 
farmers  have  reduced  their  feeding  and 
milk  production  as  a  means  of  eliminat¬ 
ing  pesticide  residues  and  in  many  cases 
the  quantity  of  milk  or  butterfat  removed 
from  the  commercial  market  is  not  avail¬ 
able  since  it  has  been  dumped  on  the 
farm.  Therefore,  eligible  dairy  farmers’ 
marketings  in  the  same  period  a  year 
earlier,  subject  to  certain  adjustments 
wiU  be  the  basis  for  determining  the 
tiuantities  on  which  they  are  eligible  for 
payment. 

Provision  is  made  for  deducting 
amounts  of  pa3mients  received  by  the 
dairy  farmer  in  the  event  any  of  the  milk 
produced  on  his  farm  is  sold  dming  the 
eligible  period.  Some  milk  handlers 
have  assisted  dairy  farmers  whose  mUk 
or  butterfat  has  been  withheld  from 
market  by  advancing  at  least  a  partial 
payment  for  such  milk  or  butterfat. 
The  regulation  provides  that  the  indem¬ 
nity  payment  will  be  reduced  by  any 
amount  of  advance  which  is  not  repay¬ 
able  to  the  handler  in  order  that  such  a 
farmer  will  not  receive  an  amoimt  of 
payment  for  the  withheld  milk  or  butter¬ 
fat  in  excess  of  that  which  he  would 
normally  have  received. 

Provision  is  also  made  as  a  condition 
of  pa3mient  that  the  dairy  fanner  did 
not  misuse  the  pesticide  in  applying  it  in 
the  production  of  his  feed  crop  and  that 
he  did  not  purchase  feed  which  he  knew 
to  contain  pesticide  residues,  that  he  has 
adopted  practices  designed  to  eliminate 
the  pesticide  residues  from  his  milk  in 
order  to  have  such  milk  reinstated  in  the 
market.  Other  conditions  require  the 
furnishing  of  certified  evidence  of  the 
farmers  milk  marketings,  niunber  of  cows 
milked  and  prices  paid  to  other  farmers 
by  his  milk  handler  and  other  infor¬ 
mation  to  serve  as  a  basis  for  determining 
the  fair  market  value  of  the  milk  re¬ 
moved  from  the  market  and  the  amoimt 
of  indemnity  payment  to  which  the  dairy 
farmer  is  entitled. 

Accordingly,  I  hereby  find  and  conclude 
that  the  aforestated  regulations  will 
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effectuate  the  applicable  provisions  of 
the  Act. 

Effective  date:  Date  of  publication. 

Signed  at  Washington,  D.C.,  on  Oc¬ 
tober  27,  1964. 

Charles  S.  Murphy,  ' 
Acting  Secretary  of  Agriculture. 

(P.R.  Doc.  64-11111;  Piled,  Oct.  80,  1964; 
8:46  a.m.]  « 


Chapter  IX — ^Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders;  Fruits,  Vegetables,  Tree 
Nuts),  Department  of  Agriculture 

PART  906— ORANGES  AND  GRAPE¬ 
FRUIT  GROWN  IN  LOWER  RIO 
GRANDE  VALLEY  IN  TEXAS 

Determination  Relative  to  Expenses 
and  Fixing  of  Rate  of  Assessment 
for  1964-65  Fiscal  Period  and 
Carryover  of  Unexpended  Funds 

Notice  was  published  in  the  October  13, 
1964,  issue  of  the  Federal  Register  (29 
F.R.  14077)  that  consideration  was  being 
given  to  proposals  regarding  the  expenses 
and  the  fixing  of  the  rate  of  assessment 
for  the  fiscal  period  ending  July  31,  1965, 
under  the  marketing  agreement,  and 
Order  No.  906  (7  CFR  Part  906) ,  regulat¬ 
ing  the  handling  of  oranges  and  grape¬ 
fruit  grown  in  lower  Rio  Grande  Valley 
of  Texas,  effective  imder  the  provisions 
of  the  Agilcultur'al  Marketing  Agreement 
Act  of  1937,  as  amended  (7  UJS.C.  601- 
674) .  After  consideration  of  all  relevant 
matters  presented,  including  the  pro¬ 
posals  set  forth  in  the  aforesaid  notice 
which  were  submitted  by  the  Texas 
Valley  Citrus  Committee  (established 
pursuant  to  the  said  marketing  agree¬ 
ment  and  order)  it  is  hereby  found  and 
determined  that: 

§  906.204  Expenses  and  rate  of  assess¬ 
ment  for  the  1964—65  fiscal  period 
and  carryover  of  unexpended  funds. 

(a)  Expenses.  The  expenses  that  are 
reasonable  and  likely  to  be  incurred  by 
the  Texas  Valley  Citrus  Committee, 
established  pursuant  to  the  provisions  of 
the  aforesaid  marketing  agreement  and 
order,  for  the  maintenance  and  func¬ 
tioning  of  such  committee,  in  accordance 
with  the  provisions  thereof,  during  the 
said  fiscal  period  beginning  August  1, 
1964,  and  ending  July  31,  1965,  will 
amount  to  $20,000. 

(b)  Rate  of  assessment.  The  rate  of 
assessment  which  each  handler  who  first 
handles  fruit  shall  pay  as  his  pro  rata 
share  of  the  aforesaid  expenses  in  ac¬ 
cordance  with  the  applicable  provisions 
of  said  marketing  agreement  and  order 
is  hereby  fixed  at  one-half  cent  ($0,005) 
per  %o  bushel  carton,  or  equivalent 
quantity  of  fruit  handled  by  such  handler 
during  the  1964-65  fiscal  period. 

(c)  Reserve.  Unexpended  assessment 
funds,  in  excess  of  expenses  incurred  dur¬ 
ing  the  fiscal  period  ended  July  31,  1964, 
shall  be  carried  over  as  a  reserve  in  ac¬ 
cordance  with  the  applicable  provisions 
of  §  906.35(a)  (2)  of  said  marketing 
agreement  and  order. 
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(d>  Term«  used  in  said  marketing 
agreement  and  order,  shall,  when  used 
herein,  have  the  same  meaning  as  is 
given  to  the  respective  terms  in  said 
marketing  agreraient  and  order. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
time  of  this  acUon  imtil  30  days  after 
publication  in  the  Federal  Register  (5 
U.S.C.  lOOl-lOll)  in  that  (1)  the  rele¬ 
vant  provisions  of  said  marketing  agree¬ 
ment  and  this  part  require  that  the  rate 
of  assessment  fixed  for  a  particular  fis¬ 
cal  period  shall  be  applicable  to  all  as¬ 
sessable  fruit  from  the  begiiming  of 
such  period;  and  (2)  the  current  fiscal 
period  began  on  August  1,  1964,  and  the 
rate  of  assessment  herein  fixed  will  auto¬ 
matically  apply  to  all  assessable  oranges 
and  grapefruit  beginning  with  such  date. 

(Secs,  l-ie,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  October  28, 1964. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

IP.R.  Doc.  64-11133;  Piled,  Oct.  30,  1964; 

8:60  ajn.] 


[Lemon  Reg.  136] 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

LimitaHon  of  Handling 
§  910.435  Lemon  Regulation  135. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  910,  as  amended  (7  CFR  Part 
910;  27  F.R.  8346),  regulating  the  han¬ 
dling  of  lemons  grown  in  California  and 
Arizona,  effective  under  the  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601-674),  and  upon  the  basis  of 
the  recommendation  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and 
order,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  handling  of  such  lemons  as  here¬ 
inafter  provided  will  tend  to  effectuate 
the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  preliminary  notice, 
engage  in  public  rule-making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication 
hereof  in  the  Federal  Register  (5  UJ3.C. 
1001-1011)  because  the  time  intervening 
between  the  date  when  information  upon 
which  this  section  is  based  became  avail¬ 
able  and  the  time  when  this  section  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  act  is  insuf¬ 
ficient,  and  a  reasonable  time  is  per¬ 
mitted,  under  the  circumstances,  for 
preparation  for  such  effective  time;  and 
good  cause  exists  for  making  the  pro¬ 
visions  hereof  effective  as  hereinafter  set 
forth.  The  committee  held  open  meet¬ 
ings  after  giving  due  notice  thereof,  to 
consider  supply  and  market  conditions 
for  lemons  and  the  need  for  regulation; 
interested  persons  were  afforded  an  op¬ 


portunity  to  submit  information  and 
views  at  these  meetings;  the  recommen¬ 
dation  and  supporting  information  for 
regulation  during  the  period  specified 
herein  were  promptly  submitted  to  the 
Department  after  such  meetings  were 
held;  the  provisions  of  this  section,  in¬ 
cluding  its  effective  time,  are  identical 
with  the  aforesaid  recommendations  of 
the  conunittee,  and  information  concern¬ 
ing  such  provisions  and  effective  time 
has  been  disseminated  among  handlers 
of  such  lemons;  it  is  necessary,  in  order 
to  effectuate  the  declared  policy  of  the 
act,  to  make  this  section  effective  dur¬ 
ing  the  period  herein  specified;  and  com¬ 
pliance  with  this  section  will  not  require 
any  special  preparation  on  the  part  of 
persons  subject  hereto  which  cannot  be 
completed  on  or  before  the  effective  date 
hereof.  Such  committee  meetings  were 
held  on  October  13  and  27,  1964. 

(b)  Order.  (1)  During  the  period 
beginning  at  12:01  am.,  Pjs.t.,  November 
1,  1964,  and  ending  at  12:01  a.m.,  P.s.t., 
November  1,  1965,  no  handler  shall  han¬ 
dle  any  lemons,  grown  in  District  1, 
District  2,  or  District  3,  which  are  of  a 
size  smaller  than  1.82  inches  in  diameter, 
which  shall  be  the  largest  measurement 
at  right  angles  to  a  straight  line  running 
from  the  stem  to  the  blossom  end  of  the 
fruit:  Provided,  That  not  to  exceed  5 
percent,  by  count,  of  the  lemons  in  any 
tsrpe  of  container  may  measure  less  than 
1.82  inches  in  diameter. 

(2)  As  used  in  this  section,  “handle,” 
“handler,”  “District  1,”  “District  2,”  and 
“District  3”  shall  have  the  same  meaning 
as  when  used  in  said  amended  marketing 
agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  US.C. 
601-674) 

Dated:  October  28. 1964. 

Paul  A.  Nicholson, 

.  Deputy  Director,  Fruit  and 
Vegetable  Division,  Agricul¬ 
tural  Marketing  Service. 

[FH.  Doc.  64-11180;  Filed,  Oct.  30,  1964; 

8:49  am.] 

(Lemon  Reg.  136] 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 
§  910.436  Lemon  Regulation  136. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  910,  as  amended  (7  CFR  Part 
910;  27  Fil.  8346),  regulating  the  han¬ 
dling  of  lemons  grown  in  California  and 
Arizona,  effective  imder  the  applicable 
provisions  of  Uie  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
UJ3.C.  601-674),  and  upon  the  basis  of 
the  recommendation  and  information 
submitted  by  the  Lemon  Administrative 
Committeo,  established  under  the  said 
amended  marketing  agreement  and  or¬ 
der,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limita¬ 
tion  of  handling  of  such  lemons  as  here¬ 
inafter  provided  will  tend  to  effectuate 
the  declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 


public  interest  to  give  preliminary  notice, 
engage  in  public  rule  making  procedure’, 
and  postpone  the  effective  date  of  this 
section  imtil  30  days  after  publication 
hereof  in  the  Federal  Register  (5  UJS.C. 
1001-1011)  because  the  time  intervening 
between  the  date  when  information  upon 
which  this  section  is  based  became 
available  and  the  time  when  this  sec¬ 
tion  must  become  effective  in  order  to 
effectuate  the  declared  policy  of  the  act 
is  insufficient,  and  a  reasonable  time  is 
permitted,  under  the  circumstances,  for 
preparation  for  such  effective  time;  and 
good  cause  exists  for  making  the  pro¬ 
visions  hereof  effective  as  hereinafter 
set  forth.  The ‘committee  held  an  open 
meeting  during  the  current  week,  after 
giving  due  notice  thereof,  to  consider 
supply  and  market  conditions  for  lemons 
and  the  need  for  regulation;  interested 
persons  were  afforded  an  opportunity  to 
submit  information  and  views  at  this 
meeting;  the  recommendation  and  sup¬ 
porting  information  for  regulation  dur¬ 
ing  the  period  specified  herein  were 
promptly  submitted  to  the  Department 
after  such  meeting  was  held;  the  pro¬ 
visions  of  this  section,  including  its  ef¬ 
fective  time,  are  identical  with  the  afore¬ 
said  recommendation  of  the  committee, 
and  information  concerning  such  pro¬ 
visions  and  effective  time  has  been  dis¬ 
seminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  ef¬ 
fectuate  the  declared  policy  of  the  act,  to 
make  this  section  effective  during  the 
period  herein  specified;  and  compliance 
with  this  section  will  not  require  any 
special  preparation  on  the  part  of  per¬ 
sons  subject  hereto  which  cannot  be 
completed  on  or  before  the  effective 
date  hereof.  Such  committee  meeting 
was  held  on  October  27, 1964. 

(b)  Order.  (1)  The  respective  quan¬ 
tities  of  lemons  grown  in  California  and 
Arizona  which  may  be  handled  during 
the  period  beginning  at  12:01  am.,  Ps.t., 
November  1,  1964,  and  ending  at 

12:01  a.m.,  P.s.t.,  November  8,  1964,  are 
hereby  fixed  as  follows: 

(1)  District  1:  Unlimited  movement; 

(ii)  District  2:  106,950  cartons; 

(iii)  District  3:  106,950  cartons. 

(2)  As  used  in  this  section,  “handled,” 
“District  1,”  “District  2,”  “District  3,” 
and  “carton”  have  the  same  meaning 
as  when  used  in-  the  said  amended  mar¬ 
keting  agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  October  28,  1964. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

(P.R.  Doc.  64-11131;  Plied,  Oct.  30,  1964; 

8:49  aju.] 

PART  971— LETTUCE  GROWN  IN 

LOWER  RIO  GRANDE  VALLEY  OF 

SOUTH  TEXAS 

Limitation  of  Shipments 

Notice  of  rule  making  with  respect  to 
proposed  Limitation  of  Shipments  regu¬ 
lation  to  be  made  effective  under  Market¬ 
ing  Agreement  No.  144  and  Order  No. 
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971  (7  CFR  Part  971),  regulating  the 
hftnrtUng  of  lettuce  grown  in  the  Lower 
Bio  Orande  Valley  in  South  Texas,  was 
published  in  the  Federal  Register,  Sep¬ 
tember  19, 1964  (29  FJt.  13105)  and  Sep¬ 
tember  24,  1964  (29  Fit.  13269>.  This 
program  is  effective  imder  the  Agricul¬ 
tural  Marketing  Agreement  Act  of  1937, 
as  amended  (7  UJ3.C.  601  et  seq.) . 

This  notice  afforded  Interested  parties 
an  opportunity  to  file  data,  views,  or 
arguments  pertaining  thereto  within 
twenty  days  after  publication.  None 
was  filed. 

After  consideration  of  all  relevant 
matters  presented,  including  the  pro¬ 
posals  set  forth  in  the  aforesaid  notice, 
it  is  hereby  found  that  the  limitation  of 
shipments  regulation,  as  hereinafter  set 
forth,  will  tend  to  effectuate  the  declared 
policy  of  the  act. 

§  971.307  Limitation  of  shipments. 

During  the  period  December  14,  1964, 
through  March  27,  1965,  no  person  may 
handle  any  lot  of  lettuce  grown  in  the 
production  area,  unless  the  lettuce  meets 
requirements  of  paragraphs  (a) ,  (b) ,  and 

(c)  of  this  section,  or  unless  the  lettuce 
is  handled  in  accordance  with  paragraph 

(d)  or  (e),  of  this  section.  Further,  no 
handler  may  package^lettuce  during  the 
above  period  on  any  Sunday  or  on 
Christmas  day. 

(a)  Qrade.  Seventy-five  percent  UJ3. 
No.  1  quality,  or  better,  with  not  more 
than  10  percent  serious  damage  includ¬ 
ing  not  more  than  five  percent  decay  in 
any  lot.  Individual  containers  shall 
have  not  less  than  60  percent  U.S.  No. 

1  quality,  with  not  more  than  23  percent 
serious  damage,  including  not  more  than 
three  heads  affected  by  decay. 

(b)  Sizing  and  pack.  (1)  Lettuce 
heads,  if  wrapped,  may  be  packed  only 
18,  20,  22,  24,  or  30  heads  per  container. 

(2)  Lettuce  heads,  if  not  wrapped, 
may  be  packed  only  18,  24.  or  30  heads 
per  container. 

(c)  Containers.  Containers  may  be 
only — 

(1)  Cartons  with  inside  dimensions  of 
16  inches  x  14V^  inches  x  21<H6  inches 
(designated  as  carrier  container  No. 
7303),  or 

(2)  Cartons  with  inside  dimensions 
of  9%  Inches  x  14  inches  x  21  inches 
(designated  as  carrier  container  Nos. 
7306  and  7313). 

(d)  Minimum  quantities.  Any  person 
may  handle  up  to,  but  not  to  exceed  two 
cartons  of  lettuce  a  day  without  regard 
to  inspection,  assessment,  grade,  size, 
and  pack  requireihents,  but  it  must  meet 
container  requirements.  This  exception 
may  not  be  applied  to  any  portion  of  a 
shipment  of  over  two  cartons  of  lettuce. 

(e)  Special  purpose  shipments.  Let¬ 
tuce  not  meeting  grade,  size,  or  container 
requirements  of  paragraph  (a),  (b),  or 
(c)  of  this  section  may  be  handled  for 
“ly  purpose  listed,  if  handled  as  pre¬ 
scribed  in  this  paragraph.  Inspection 
or  assessments  are  not  required  on  such 
shipments. 


(1)  For  relief,  charity,  or  experimental 
purposes,  if  prior  to  handling,  the  han¬ 
dler  pursuant  to  8§  971.120-971.125  ob¬ 
tains  a  Certificate  of  Privilege  applicable 
thereto  and  reports  thereon. 

(2)  For  export  to  Mexico,  if  the  han¬ 
dler  of  such  lettuce  loads  or  transports 
it  only  in  a  vehicle  bearing  Mexican 
registration  (license)  and  he  maintains 
the  following  records  of  each  transac¬ 
tion. 

(1)  Name  and  address  of  the  pur¬ 
chaser; 

(ii)  Quantity  involved  in  each  sale; 

(iii)  Date  of  sale;  and 

(iv)  Identification  by  make,  model, 
and  license  number  of  the  purchaser’s 
or  trucker’s  vehicle. 

(f)  Inspection.  (1)  No  handler  may 
handle  any  lettuce  for  which  an  inspec¬ 
tion  certificate  is  required  unless  an  ap¬ 
propriate  inspection  certificate  has  been 
issued  with  respect  thereto. 

(2)  No  handler  may  transport,  or 
cause  the  transportation  of,  by  motor 
vehicle,  any  shipment  of  lettuce  for 
which  an  inspection  certificate  is  re¬ 
quired  unless  each  such  shipment  is  ac¬ 
companied  by  a  copy  of  an  inspection 
certificate  or  by  a  copy  of  a  shipment 
release  form  (SPI-23)  furnished  by  the 
inspection  service  verifying  that  such 
shipment  meets  the  current  grade,  size, 
pack  and/or  container  regulations  pro¬ 
mulgated  imder  this  part.  A  copy  of  the 
inspection  certificate,  or  shipment  re¬ 
lease  form,  applicable  to  each  truck  lot 
shall  be  available  and  surrendered  upon 
request  to  authorities  designated  by  the 
committee. 

(3)  For  administration  of  this  part, 
an  inspection  certificate  or  shipment  re¬ 
lease  form  required  by  the  committee  as 
evidence  of  inspection  is  valid  for  only 
72  hours  following  completion  of  inspec¬ 
tion,  as  shown  on  such  certificate  or 
form. 

(g)  Definitions.  (1)  “Wrapped”  heads 
of  lettuce  refers  to  those  which  are  en¬ 
closed  individually  in  parchment,  plastic, 
or  other  commercial  film  (cf.  AMS  481) 
and  then  packed  in  cartons  or  other  con¬ 
tainers. 

(2)  “UJS.  No.  1”  and  “serious  damage” 
shall  have  the  same  meaning  as  in  the 
UR.  Standards  for  Lettuce  (S§  51.2510- 
51.2531  of  this  tiUe). 

(3)  All  other  terms  used  in  this  section 
shall  have  the  same  meaning  as  when 
used  elsewhere  in  this  part. 

(Secs.  1-19,  48  Stat.  81,  as  amended;  7  UJ3.C. 
601  et  seq.) 

Dated:  October  28,  1964,  to  become 
effective  December  14,  1964. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division,  Agricultural 
Marketing  Service. 

[FK.  Doc.  64-11110;  FUed,  Oct.  30,  1964; 

8:46  ajn.] 


Title  9— ANIMALS  AND 
ANIMAL  PRODUCTS 

Chapter  II — Agricultural  Marketing 
Service  (Packers  and  Stockyards  Di¬ 
vision),  Department  of  Agriculture 

PART  203— STATEMENTS  OF  GEN¬ 
ERAL  POLICY  UNDER  THE  PACKERS 
AND  STOCKYARDS  ACT 

Statement  With  Respect  to  Purchases 
of  Livestock  by  Packers  for  Export 

The  following  statement  concerning 
the  livestock  buying  operations  of  pack¬ 
ers  subject  to  the  provisions  of  the  Pack¬ 
ers  and  Stockyards  Act,  1921,  as  amended 
(7  U.S.C.  181  et  seq.),  has  been  formu¬ 
lated  and  adopted  by  the  Agricultural 
Marketing  Service  for  the  guidance  of 
all  packers  and  is  issued  as  section  203.6, 
Part  203,  Chapter  n.  Title  9,  Code  of 
Federal  Regulations,  to  read  as  follows: 

§  203.6  Statement  with  respect  to  the 
purchase  of  livestock  hy  packers  for 
export. 

(a)  In  recent  months,  a  demand  has 
arisen  in  Europe  for  livestock  shipped 
from  the  United  States.  Present  signs 
reveal  a  growing  demand  with  respect  to 
such  movements  of  animals.  The  ex¬ 
portation  of  animals  from  the  United 
States  at  the  present  time  is  in  the  pub¬ 
lic  interest  in  order  to  assist  in  expand¬ 
ing  markets  for  livestock  produced  in 
this  country.  Various  packers  have  ad¬ 
vised  the  Packers  and  Stockyards  Divi¬ 
sion  of  the  Agricultural  Marketing  Serv¬ 
ice  that  they  have  been  approached  by 
representatives  of  foreign  concerns  with 
respect  to  supplying  such  foreign  con¬ 
cerns  with  livestock  produced  in  the 
United  States. 

(b)  It  has  been  the  consistent  policy 
of  the  Agricultural  Marketing  Service 
in  the  administration  of  the  Packers  and 
Stockyards  Act,  1921,  as  amended,  not  to 
permit  packers  to  engage  in  the  business 
of  buying  livestock  for  purposes  of  re¬ 
sale.  This  policy  has  been  based  on 
marketing  conditions  not  Involving  ex¬ 
port  considerations.  With  respect  to  the 
operations  of  packers  in  buying  livestock 
for  purposes  of  slaughter,  the  Agricul¬ 
tural  Marketing  Service  has  required 
that  all  packer-buyers  register  imder  the 
Act  “as  dealers  to  purchase  livestock  for 
slaughter  only”  (§  201.10(c))  of  this 
chapter. 

(c)  It  is  in  the  public  interest  to  assist 
the  livestock  industry  by  facilitating  the 
movement  of.  livestock  into  export  chan¬ 
nels.  Buying  or  selling  livestock  for  ex¬ 
port,  however,  comes  within  the  defini¬ 
tion  of  the  term  “dealer”  as  used  In 
section  301(d)  of  the  Act  (7  UB.C. 
201(d)).  The  Agricultural  Maiiieting 
Service  believes  that,  under  present  con¬ 
ditions  and  circumstances,  the  Act 
should  not  be  deemed  to  preclude  packers 
from  bu3rlng  or  selling  livestock,  as 
dealers,  for  export.  Any  packer  who  de- 
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sires  to  engage  In  such  dealer  operations 
is  subject  to.  and  must  comply  with,  the 
registration  requirements  of  I  201.10(a) 
of  this  chapter,  and  the  bonding  re- 
quirments  of  if  201.29  throufl^  201.34 
of  this  chapter  and  in  all  other  respects 
shall  conduct  such  operations  in  accord* 
ance  with  the  requiremoits  of  the  Act 
and  regulations  applicable  to  livestock 
dealers. 

(d)  The  Packers  and  Stockyards  Di¬ 
vision  of  the  Agricultural  Maiiceting 
Service  will  continually  observe  the  de¬ 
velopments  with  respect  to  the  exporta¬ 
tion  of  livestock  by  packers.  If  ,  it 
appears  that  the  dealer  operations  of 
packers  engaged  in  the  exportation  of 
livestock  result  in  conflict  with  the  pro¬ 
visions  of  section  202  of  the  Act  (7  U.S.C. 
192).  the  Packers  and  Stockyards  Divi¬ 
sion  will  take  whatever  action  may  be 
necessary  to  correct  the  situation. 

The  foregoing  statement  shall  become 
effective  upon  its  publication  in  the 
Fkdxral  Rkgxstir.  . 

(Secs.  202.  801.  803.  812.  401.  407;  42  Stot. 
161  et  seq..  42  Stat.  169.  as  amended,  sec.  1. 
57  Stat.  422;  7  UA.C.  102.  201.  203.  204.  213. 
221.228) 

Done  at  Washingt<xi.  D.C..  this  28th 
day  of  October  1964. 

Clarxnci  H.  Oirard. 

Deputy  Administrator. 

[Fit.  Doc.  64-11132;  Filed.  Oct.  30.  1964; 

8:49  ajn.]~ 


Title  14— AERONAUTICS  AND 
SPACE 

Chapter  I — Federal  Aviation  Agenqf 

SUBCHAPTER  F-^IR  TRAFFIC  AND  GENERAL 
OPERATING  RULES  INEWl 
(Reg.  Docket  No.  6278;  Arndt.  95-121] 

PART  95— 4FR  ALTITUDES  [NEW! 

Miscellaneous  Changes 

The  purpose  of  this  amendment  to 
Part  95  of  the  Federal  Aviation  Regula¬ 
tions  is  to  make  changes  in  the  IFR  alti¬ 
tudes  at  which  all  aircraft  shall  be  flown 
over  a  specified  route  or  portion  thereof. 
These  altitudes,  when  used  in  conjunc¬ 
tion  with  the  current  changeover  points 
for  the  routes  or  portions  thereof,  also 
assure  navigational  coverage  that  is  ade¬ 
quate  and  free  of  frequency  interference 
for  that  route  or  portion  thereof. 

As  a  situation  exists  which  demands 
immediate  action  in  the  interest  of  safety. 
I  find  that  compliuice  with  the  notice 
and  procedure  provisions  of  the  Admin¬ 
istrative  Procedure  Act  is  impracticable 
and  that  good  cause  exists  for  making 
this  amendment  effective  within  less  than 
30  days  from  publication. 

In  consideration  of  the  foregoing  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (24  FJt.  5662) . 
Part  95  [New]  of  the  Federal  Aviation 
Regulations  is  amended,  effective  De¬ 
cember  10. 1964.  as  follows: 

1.  By  amending  Subpart  C  as  follows: 
Section  95.101  Amber  Federal  airway  1 
is  amended  to  read  in  part: 
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Sitka.  Alaska.  XA;  Caps  Spencsr  INT. 
Alaska;  5300. 

Gaps  ^[mnoer  INT.  Alaska;  Takutat.  Alaska. 
LFR;  2.000. 

Section  95.6241  Red  Federal  airway  41 
is  amended  to  read  in  part: 

Ciqw  Spenoer  INT,  Alaska;  GxistaTus,  Alaska. 
LFR;  5300. 

Section  95.1001  Direct  routes — UJS.  is 
amended  by  adding: 

Point  Reyes,  Call!..  VOR;  Woodslde,  Calif.. 
VOR;  5,000. 

Texarkana.  Ark..  VOR;  Tyler,  Tex.,  LF/RBN; 

•2300.  *2,000— MOCA. 

Texarkana.  Ark.,  VOR;  Hot  Springs,  Ark.. 
LF/RBN;  *2,500.  *2300— MOCA. 

Section  95.1001  Direct  routes — V.S.  is 
amended  to  delete : 

St.  Petersburg,  Fla.,  VOR;  West  Palm  Beach, 
Fla..  VOR;  *5,000.  *1,600— MOCA. 

Texarkana,  Ark.,  LF/RBN;  Tyler,  Tex,,  LF/ 
RBN;  2,000. 

Enid,  Okla.,  VOR  (Woodring  Field);  Oage. 
Okla..  VOR;  8,700. 

Int.  SB  crs  Carter.  Tex.,  ILS  and  210*  M 
Dallas  VOR;  Dallas.  Tex..  VOR;  2300. 

Section  95.1001  Direct  routes — U.S.  is 
amended  to  read  in  part: 

Salinas,  Calif.,  VOR;  Morgan  INT,  Calif.; 
6,000. 

Dallas.  Tex.,  VOR;  McAlester,  Okla..  VOR; 

*3,000.  *2,500— MOCA. 

Cannon  AFB,  N.  Mex..  LF/RBN;  Field  INT, 
N.Mex.;  *6300.  *5300— MOCA. 

Section  95.6001  VOR  Federal  airway  1 
is  amended  to  read  in  part: 

Myrtle  Beach,  S.C  ,  VOR;  *  Crescent  INT,  S.C.; 

**1,600.  *8,000— MRA.  **1,400— MOCA. 
Crescent  INT,  S.C.;  •Green  INT,  S.C.;  **1,600. 

*2,500— MRA.  **1,400— MOCA. 

Gremi  INT,  S.C.;  Wilmington.  N.C..  VOR; 

..  ‘  *1,600.  *1,400— MOCA, 

Section  95.6002  VOR  Federal  airway  2 
is  amended  to  read  in  part : 

Mariaville  INT,  N.T.;  Albany,  N.T..  VOR; 

**3,000.  *8,600— MRA.  *  *2,600— MOCA. 

Albany,  N.Y.,  VOR;  *Melrose  INT,  N.Y.; 
3,600.  *4,600— MCA  Melrose  INT,  east- 

bound.  Melrose  I^TT,  N.Y.;  *Onswold- 
▼Ule  INT,  Mass.;  6,500.  *4300— MCA 

Griswoldville  INT,  westbound. 

Section  95.6003  VOJB  Federal  airway  3 
is  amended  to  read  in  part: 

Jacksonville,  Fla.,  VOR.,  via  W  alter.;  •O’Neil 
INT,  Fla.,  via  W  alter.;  1,300.  *1,500— 
MRA.  O’Neil  INT,  Fla.,  via  W  alter.; 
Brunswick,  Ga.,  VOR.  via  W  alter.;  1,300. 

Section  95.6004  VOR  Federal  airway  4 
is  amended  to  read  hi  part: 

Loveland  INT,  Colo.;  Longmont  INT,  Colo.; 
7.900. 

Section  95.6007  VOR  Federal  airway  7 
is  amended  to  read  in  part: 

New  Hfebron  INT,  Ind„  via  W  alter.;  Terre 
Haute,  Ind.,  VOR,  via  W  alter.;  2,500. 

Section  95.6008  VOR  Federal  airway  8 
is  amended  to  read  in  part: 

Long  Beach,  Calif.,  VOR;  Ontario,  Calif.. 
VOR;  6,000. 

Ontario,  Calif.,  VOR;  Fontana  INT,  Calif., 
northeastbound,  10,000;  southwestbound, 
5,000. 

Cisco  INT,  Utah;  Grand  Jimction,  Colo., 
VOR;  10,000. 
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Grand  Juncttcm,  Colo.;  OoUbran  INT,  Colo.; 
southwestbound.  10,000;  northeastbound 
18,500. 

Section  95.6009  VOR  Federal  airway  9 
is  amended  to  read  in  part : 

•Waverly  INT,  HI.;  CapitaL  Hi.,  VOR- 
**2300.  *2,700— MRA.  *  *2,000— MOCA.  ' 
McComb,  Miss.,  VOR;  *Florence  INT,  Miss- 
**2300.  *3300— MRA.  *  *2,000— MOCA.  ’ 

Section  95.6012  VOR  Federal^airway  12 
is  amended  to  read  in  part: 

Johnstown,  Pa.,  VOR;  Harrisburg,  Pa.,  VOR- 

4.600. 

Bible  Gb-ove,  HI.,  VOR;  Lewis,  Ind.,  VOR- 

2.600. 

Oage,  Okla.,  VOR;  *Capron  INT,  Okla.;  4,300 
*5,000— BCRA. 

Section  95.6014  VOR  Federal  airway  14 
Is  amended  to  read  in  part: 

Ranch  INT,  N.  Mex.;  *Caprock  INT,  N.  Mex.; 

**7,600.  *9,000— MRA.  **7,100— MOCA 

Caprock  INT,  N.  Mex.;  *Whiteface  INT,  Tex.; 

**7,500.  *8,000— MRA.  **6300— MOCA. 

Carlisle  INT,  N.Y.;  Albany,  N.Y.,  VOR;  3,600. 
Albany,  N.Y.,  VOR;  *Melro8e  INT,  N.Y.;  3,500. 

*4,600 — ^MCA  Melrose  INT,  eastbound. 
Melrose  INT,  N.Y.;  Griswoldville  INT,  Mass  • 

6,600.  *4300— MCA  Griswoldville  INT, 

westboimd. 

Section  95.6016  VOR  Federal  airway  16 
is  amended  to  read  in  part: 

Los  Angeles,  Calif.,  VOR;  Ontario,  Calif., 
VOR;  4,500. 

Banning  INT,  Calif,;  *Palm  Springs,  Calif., 
VOR;  **18,000.  *11,400— MCA  Palm 

Springs  VOR,  westboxmd.  **12,400— 
MOCA. 

Jacks  Creek,  Tenn.,  via  N  alter.;  Vanleer  INT, 

-  Tenn.,  via  N  alter.;  *2,600.  *2300 — MOCA. 

Section  95.6017  VOR  Federal  airway  17 
is  amended  to  read  in  pgrt: 

Omega  INT,  Okla.;  Camargo  INT,  Okla.; 

*3,700.  *3,600— MOCA.  ' 

Camargo  INT,  Okla.;  Oage,  Okla.,  VOR; 
4,300. 

Section  95.6019  VOR  Federal  airway  19 
is  amended  to  read  in  part: 

Cimarron,  N.  Mex.,  VOR,  via  E  alter.;  Int  040* 
M  rad,  Cimarron  VOR  and  163*  M  rad, 
Pueblo  VOR,  via  E  alter.;  *11,600. 
*10,800— MOCA. 

Int.  040*  M  rad,  Cimarron  VOR,  and  163*  M 
rad,  Pueblo  VOR,  via  E  alter.;  *Earl  INT, 
Colo.,  via  E  alter.;  11,600.  *10,500— MCA 
Earl  INT,  southbound. 

Section  95.6020  VOR  Federal  airway  20 
is  amended  to  read  in  part: 

Picayune,  Miss.,  VOR,  via  N  alter.;  Mobile, 
Ala.,  VOR,  via  N  alter.;  *2,000.  *1,800- 
MOCA. 

Section  95.6021  VOR  Federal  airway  21 
is  amended  to  read  in  part: 

Long  Beach,  Calif.,  VOR;  Ontario,  Calif., 
VOR;  6,000. 

Ontario,  Calif.,  VOR;  Fontana  INT,  Calif., 
northeastboimd,  10,000;  southwestbound, 
6,000. 

Section  95.6023  VOR  Federal  airway  23 
is  amended  to  read  in  part: 

Gorman,  Calif.,  VOR;  *Grapevlne  INT, 
Calif.;  9,600.  *9300— MCA  Grapevine  INT, 
southbound. 

Lamont  INT,  Calif.,  vU  E  alter.;  *Arvin  INT, 
Calif.,  via  E  'alter.;  8,000.  *7,300— MCA 

Arvin  INT,  southbound. 

Roseburg,  Oreg.  VOR,  via  W  alter.;  ‘Drain 
INT,  Oreg.,  via  W  alter.;  6,000.  *6,100— 

MRA. 

\ 
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Section  95.6026  VOR  Federal  airway  26 
is  amended  to  delete: 

Cleveland.  Ohio,  VOR;  New  London  INT, 
Ohio;  *3,000.  *2300— MOCA. 

Section  95.6036  VOR  Federal  airway  36 
is  amended  to  read  In  part: 

Lewiston  INT,  N.Y.;  Buffalo,  N.Y.,  VOR; 

*2300.  *2,000— MOCA. 

Dale  INT,  N.Y.;  Thurston  INT,  N.Y.;  *4,000. 
*3,200— MOCA. 

Section  95.6048  VOR  Federal  airway  48 
is  amended  to  read  in  part : 

Burlington.  Iowa,  VOR;  London  INT,  HI.; 
*2,400.  *1,000— MOCA. 

Section  95.6050  VOR  Federal  airway  SO 
is  amended  to  read  in  part: 

Decatur,  m.,  VOR;  Areola  INT,  ni.;  *2,400. 
*2,000— MOCA. 

Areola  INT,  HI.;  Terre  Haute,  Ind.,  VOR; 
*2,600.  *2,100 — ^MOCA. 

Section  95.6069  VOR  Federal  airway  69 
is  amended  to  read  in  part: 

Auburn  INT,  HI.;  Capital.  HI..  V<«;  *2,100. 
*2,000— MOCA. 

Section  95.6070  VOR  Federal  airway  70 
is  amended  to  read  in  part: 

Vienna,  Oa.,  VOR;  Allendale,  8.C.,  VOR; 

*3,000.  *1,700— MOCA. 

Picayrme,  Miss.,  VOR;  Oreene  County,  Miss., 
VOR;  *2,000.  *1,600— MOCA. 

Section  95.6072  VOR  Federal  airway  72 
is  amended  to  read  in  part: 

Hadley  INT,  Pa.;  Tldloute,  Pa.,  VOR;  *3,600. 
*3300— MOCA. 

Section  95.6074  VOR  Federal  airway  74 
is  amended  to  read  in  part: 

*Magazlne  INT,  Ark.;  Little  Rock,  Ark., 
VOR;  4,000.  *3300— MCA  Magazine  INT, 

eastbOund. 

Section  95.6076  VOR  Federal  airway  76 
is  amended  to  read  in  part : 

Paige  INT,  Tex.;  *Round  Top  INT,  Tex.; 

**2,600.  *2,600— MRA.  **1,700— MOCA. 
Round  Top  INT,  Tex.;  Sealy  INT,  Tex.; 

*6,000.  *1,700— MOCA. 

Lubbock,  Tex.,  VOR;  *Welch  INT,  Tex.;  6,100. 
•7,000— MRA. 

Section  95.6078  VOR  Federal  airway  78 
is  amended  to  read  in  part: 

Hiuron,  S.  Dak.,  VOR;  Watertown,  8.  Dak., 
VOR;  3,000. 

Section  95.679  VOR  Federal  airway  79 
is  amended  to  read  in  part: 

Hobbs,  N.  Mex.,  VOR;  *Welch  INT,  Tex.; 
••7,000.  *7,000— MRA.  **6300— MOCA. 

Section  95.6081  VOR  Federal  airway  81 
Is  amended  to  read  in  part: 

Pat  INT,  Tex.;  *Welch  INT,  Tex.;  **6,100. 
* 7,000— MRA.  *  *4,300— MOCA. 

Section  95.6085  VOR  Federal  airway  85 
is  amended  to  read  in  part : 

Casper,  Wyo.,  VOR;  Riverton,  Wyo.,  VOR; 
8300, 

Section  95.6091  VOR  Federal  airway  91 
is  amended  to  read  in  part: 

Poughkeepsie,  N.Y,,  VOR;  Athens  INT,  N.Y.; 

•3,000.  *2,600— MOCA. 

Athens  INT,  N.Y.;  Qreenbush  INT,  N.Y.; 

•2,600.  *1,900— MOCA. 

Qreenbush  DTP,  N.Y.;  Albany,  N.Y.,  VOR; 
*2,300.  *1.900— x/roT’A 

N.Y.,  VOR;  Benson  INT,  N.Y.; 

4,000. 
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Section  95.6100  VOR  Federal  airway 
i  00  is  amended  to  read  in  part: 

Chadron,  Nebr.,  VOR;  O-NeUl,  Nebr.,  VOR; 
•10,000.  *6300— MOCA. 

Section  95.6102  VOR  Federal  airway 
102  is  amended  to  read  in  part: 

Hobbs,  N.  Mex.,  VOR;  Lubbock,  Tex.,  VOR; 
*6,000.  *6,300— MOCA. 

Section  95.6107  VOR  Federal  airway 
107  is  amended  to  read  in  part: 

*Lo8  Banos,  Call!.,  VOR;  **Cathedral  INT, 
Calif.;  ***7,000.  *6,600— MCA  Los  Banos 
INT,  southboimd.  **7,000— MCA  Cathe¬ 
dral  INT,  northwestbound.  ***6,700 — 
MOCA. 

Section  95.6122  VOR  Federal  airway 
122  is  amended  to  read  in  part: 

Talent  DME  Fix,  Oreg.;  Klamath  Jimctlon 
INT,  Oreg.;  *10,600.  *9,600— MOCA, 

Section  95.6124  VOR  Federal  airway 
124  is  amended  to  read  in  part: 

Terre  Haute,  Ind.,  VOR;  Wilbur  INT,  Ind.; 
*2,400.  *1300— MOCA. 

Section  95.6135  VOR  Federal  airway 
135  is  amended  to  read  in  part: 

*Llda  INT,  Nev.;  Tonopah,  Nev.,  VOR;  9,000. 
*10,000 — ^MCA  Lida  INT,  northwestbound. 

Section  95.6155  VOR  Federal  airway 
155  is  amended  to  read  in  part: 

Amelia  INT,  Va.;  nat  Rock,  Va.,  VOR;  2,000. 

Section  95.6162  VOR  Federal  airway 

162  is  amended  by  adding: 

Int.  139*  M  rad,  Clarksb\irg  VOR,  and  096* 
M  rad,  Elkins  VOR;  Clarksburg,  W.  Va., 
VOR;  6,200. 

Section  95.6163  VOR  Federal  airway 

163  is  amended  by  adding: 

Brownsville,  Tex.,  VOR,  via  W  alter.;  Har¬ 
lingen,  Tex.,  VOR,  via  W  alter.;  *1,600. 
*1300— MOCA. 

Harlingen,  T^.,  VOR,  via  W  alter.;  Arm¬ 
strong  INT,  Tex.,  via  W  alter.;  *1,600. 
*1,400— MOCA. 

Section  95.6163  VOR  Federal  airway 
1 63  is  amended  to  read  in  part: 

8an  Antonio,  Tex.,  VOR,  via  W  alter.;  •Guad¬ 
alupe  INT,  Tex.,  via  W  alter.;  **3,100. 
*4300— MRA.  **2,600— MOCA. 

Section  95.6i68  VOR  Federal  airway 
i  63  is  amended  to  read  in  part : 

8nake  INT,  Nebr.;  O’Neill,  Nebr.,  VOR; 
*13,000.  *6,600— MOCA. 

Section  95.6176  VOR  Federal  airway 
176  is  amended  to  read  in  part: 

Empire  INT,  Ala.,  via  N  alter.;  Birmingham, 
Ala.,  VOR,  via  N  alter.;  2,000. 

Holly  Springs,  Miss.,  VOR;  *Gimtown  INT, 
Miss.;  **2,000.  *3,000— MRA.  **1,800— 

MOCA. 

Guntown  INT,  Miss.;  Hamilton,  Ala.,  VOR; 
2,200. 

Hamilton,  Ala.,  VOR;  Jasper  INT,  Ala.; 
2,000. 

Jasper  INT,  Ala.;  Birmingham,  Ala.,  VOR; 
1,700. 

Section  95.6180  VOR  Federal  airway 
136  is  amended  to  read  in  part: 

*Bastrop  INT,  Tex.;  **Smlthvllle  INT,  Tex.; 
2,000.  *3,000— MRA.  **3300— MRA. 

Section  95.6187  VOR  Federal  airway 
187  is  amended  to  read  in  part: 
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*  Judith  Gap  INT,  Mont.;  **Great  Falls, 
Mont.,  VOR;  ***11,000.  *9,500— MCA 

Judith  Gap  INT,  northwestbound. 

*  *7,400— MCA  Great  Falla  VOR,  southeast- 
bound.  ***10300— MOCA. 

Section  95.6190  VOR  Federal  airway 
190  is  amended  to  read  in  part: 

Gage,  Okla.,  VOR;  *Capron  INT,  Okla.;  4,300. 
*5,000— MRA. 

Las  Vegas,  N.  Mex.,  VOR;  *Hayden  DME 
Fix,  N.  Mex.;  **9,600.  *7300— MCA  Hay¬ 
den  DME  Fix,  westbound.  **9,000 — 
MOCA. 

Hayden  DME  Fix,  N.  Mex.;  Dalhart,  Tex., 
VOR;  *7,000.  *6,600— MOCA. 

Section  95.6194  VOR  Federal  airway 
194  is  amended  to  read  in  part: 

Cofield,  N.C.,  VOR,  via  8  alter.;  *Sunb\iry 
INT.  N.C.,  via  8  alter.;  1,400.  *2,600— 

MRA. 

Sunbury  INT.  N.C.,  via  8  alter.;  Norfolk,  Va., 
VOR.  via  8  alter.;  1,400. 

Section  95.6196  VOR  Federal  airway 
196  is  amended  to  read: 

Utica,  N.Y.,  VOR;  Cranberry  INT,  N.Y.; 

*8,000.  *4,700— MOCA. 

Cranberry  INT,  N.Y.;  Redford  INT,  N.Y.; 

*8,000.  *4,900— MOCA. 

Redford  INT,  N.Y.;  Plattsburgh,  N.Y.,  VOR; 
*5,000.  *4,500— MOCA. 

Section  95.6211  VOR  Federal  airway 

211  is  added  to  read: 

Int.  218*  M  rad.  Alamosa  VOR  and  096*  M 
rad,  Durango  VOR;  *Durango,  Colo.,  VOR; 
westbound.  11,000;  eastbound,  **13,000. 
*8,700— MCA  Durango  VOR,  eastbound. 
**11,000— MOCA. 

*D\irango.  Colo.,  VOR;  Int.  270*  M  rad.  Du¬ 
rango  VOR.  and  133*  M  rad.  Dove  Creek, 
VOR;  10,800.  *9,200— MCA  Durango  VOR. 
westbovmd. 

Section  95.6212  VOA  Federal  airway 

212  is  amended  to  read  in  part: 

Lockhart  INT,  Tex.;  *Smlthvllle  INT,  Tex.; 

*  *2,600.  *8,300— MRA.  *  *  1,600— MOCA. 
Coalfax  INT,  Pa.;  Harrisburg,  Pa.,  VOR; 

4,600. 

Section  95.6219  VOR  Federal  airway 
219  is  amended  to  read  in  part: 

Hayes  Center,  Nebr.,  VOR;  Int.  047*  M  rad, 
Hayes  Center  VOR,  and  079*  M  rad.  North 
Platte.  VOR;  *6,000.  *4,100— MOCA. 

Int.  047*  M  rad,  Hayes  Center  VOR,  and  079* 
M  rad.  North  Platte  VOR;  Wolbach,  Nebr., 
VOR;  *6,000.  *3,700— MOCA. 

Section  95.6222  VOR  Federal  airway 
222  is  amended  to  read  in  part: 

Fredericksburg  INT,  Tex.;  *Guadalupe  INT, 
Tex.;  **4.000.  *4300— MRA.  **3,000— 
MOCA. 

Lockhart  INT,  Tex.;  *8mlthville  INT,  Tex.; 

**2,600.  *3,300— MRA.  **1,600— MOCA. 

8mlthvllle  INT,  Tex.;  *Ro\ind  Tc^  INT,  Tex.; 

*  *6,000.  *2.600— MRA.  *  *  1,800— MOCA. 

Round  Top  INT,  Tex.;  8ealy  INT,  Tex.;  *6,000. 

*1,700— MOCA. 

Section  95.6234  VOR  Federal  airway 
234  is  amended  to  read  in  part: 

*Conchas  Dam  INT,  N.  Mex.;  Tank  DME  Fix, 
Tex.;  *  *  10,000.  *8,500— MCA  Conchas  Dam 
INT,  northeastbound.  **7,000 — ^MOCA. 
Tank  DME  Fix,  Tex.;  Dalhart,  Tex.,  VOR; 
*6,600.  *6,200— MOCA. 

Section  95.6241  VOR  Federal  airway 
241  is  amended  to  read  in  part: 

Dothan,  Ala.,  VOR;  *Bakerhill  INT,  Ala.; 
**2,000.  *2,500— MRA.  **1,700— MOCA.  ^ 
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BakerhUl  HIT,  Ala4  SatBuls.  Ala.,  VOR; 
*2,000.  *1,700— IfOOA. 

Section  65.6244  VOR  Federal  airway 
244  Is  amended  to  read  in  part: 

Woodward  INT,  Calif.;  Duekwall  INT,  Calif.; 

8.000. 

Section  95.6263  VOR  Federal  airway* 

263  is  amended  to  read  in  part: 

Cimarron,  N.  BSex.,  VOB;  *Tobe,  Colo., 
•*11,100.  *8,000— IfCA  Tobe  VOR.  south- 
WMtbovind;  ••lOAOO— MOCA. 

Section  95.6264  VOR  Federal  airway 

264  Is  amended  to  read  in  part: 

Xioa  Angelas,  Calif.,  VOR.  ria  8  alter.;  On¬ 
tario,  Calif..  VOR,  via  8  alter.;  4,500. 
Banning  INT,  Calif.,  via  8  alter.;  *Palm 
8pilngs.  Calif.,  V^.  via  8  alter.;  **1S,000. 
*11,400— MCA  Palm  Springs  VOR,  west- 
boxmd;  **12,400— MOCA. 

Section  95.6270  VOR  Federal  airway 
270  is  amended  to  read  in  part: 

•Athens  INT,  N.T.;  Hillsdale  INT,  N.Y.; 
**4,000.  *4,000— MCA  Athens  INT,  west¬ 

bound.  **3,700— MOCA. 

HUlsdale  INT,  N.T4  Chester.  Mass.,  VOR; 
4.000. 

Section  95.6278  VOR  Federal  airway 
278  is  amended  to  read  in  part: 

Columbtis,  Miss.,  VOR;  Birmingham.  Ala., 
VOR;  2,000. 

Columbus,  Miss.,  VOR,  via  8  alter.;  Millport 
INT,  Ala.,  via  8  alter.;  2,000. 

Millport  INT,  Ala.,  via  8  alter.;  Tuscaloosa, 
Ala.,  VOR,  vU  8  alter.;  lAOO. 

Section  95.6280  VOR  Federal  airway 
280  is  amended  to  read  in  part: 

Ranch  INT,  N.  Mez.,  via  8  alter.;  •Caprock 
INT.N.Mez..TlaSalter.;  **7A00.  *9,000— 
MRA  **7,100— MOCA. 

Caprock  INT,  N.  Mez.,  via  8  alter.;  *Dora 
INT,  N.  Mez.,  via  8  alter.;  **0,000.  *10,- 
000— MRA.  **5A00— MOCA. 

Roswell,  N.  Mez.,  VOR;  •Dora  INT,  N.  Mez.; 
•*6,500.  *10.000— MBA.  **6A0O— MOCA. 

Section  95.6306  VOR  Federal  airway 
306  is  amended  to  read: 

Aiistin,  Tez.,  VOR;  Navasota,  Tez.,  VOR; 

*2A00.  *2.100— MOCA. 

Navasota,  Tez.,  VOR;  Daisetta,  Tez.,  VOR; 

2,100. 

Section  95.6401  Hawaii  VOR  Federal 
airway  1  is  amended  to  read  in  part: 

Penguin  INT,  Hawaii;  *Lanal,  Hawaii,  VOR; 
3,800.  *4,40O-^CA  Lanai  VOR.  east- 
bound. 

Harpoon  INT,  Hawaii;  Lava  INT,  Hawaii; 
7.000. 

Lava  INT,  Hawaii;  Upolu  Point,  Hawaii,  VOR; 

6,000. 

SecUon  95.6402  Hawaii  VOR  Federal 
airway  2  is  amended  to  read  in  part: 

Penguin  INT,  Hawaii;  *Lanai,  Hawaii,  VOR; 
3A00.  *4,400— MCA  Lanai  VOR.  east- 

bound. 

Mango  INT,  Hawaii;  *Harpoon  INT,  Hawaii; 
6,000.  *7,000 — ^MCA  Harpoon  INT,  east- 

bo\md. 

Section  95.6421  VOR  Federal  airway 
421  is  amended  by  adding: 

Farmington,  N.  Mez..  VOR;  *I>urango,  Colo., 
VOR;  0,600.  *0,100— MCA  Durango  VOR, 

southbound. 

*  Durango,  Colo.,  VOR;  **Ounnison.  Colo., 
VOR;  16,100.  *18,200— MCA  Durango  VOR. 
northbound.  **12,500 — MCA  Gunnison 
VOR,  southbound. 
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Section  95.6431  VOR  Federal  airway 
431  is  amended  to  read: 

Cambridge,  N.Y.,  VOR;  Glens  Falls,  N.Y., 
VOR*  3  900* 

Glens  P^s,  N.Y..  VOR;  Wllcoz  INT,  N.Y.; 
64)00. 

Section  95.6438  VOR  Federal  airway 
438  is  amended  to  read  in  part: 

Anchorage,  Alaska,  VOR;  Talkeetna,  Alaska, 
VOR;  8.000.  *Taikeetna,  Alaska,  VOR; 
Ferry  INT,  Alaska;  10,000.  *6,000-^CA 

Talkeetna  VOR,  northbovind. 

Section  95.6443  VOR  Federal  airway 

443  is  amended  to  read  in  part: 

Tiverton,  Ohio,  VOR;  Cleveland,  Ohio,  VOR; 
*3,000.  *2,400— MOCA,  ^ 

Section  95.6444  VOR  Federal  airway 

444  is  amended  by  adding: 

Fairbanks.  Alaska,  IL8/LMM;  Big  Delta, 
Alaska,  VOR;  6,500. 

Section  95.6472  VOR  Federal  airway 
472  is  amended  to  read: 

Franklin,  VA..  VOR;  *8\mbury  INT,  N.C.; 

**2,600.  *2,600— MRA.  **1,400— MOCA, 

Bunbury  INT,  N.C.;  Rllzabeth  City,  N.C.. 
VOR;  *2,500.  *1,400— MOCA. 

Section  95.6487  VOR  Federal  airway 
487  is  amended  to  read  in  part: 

Poughkeepsie,  N.Y..  VOR;  Hillsdale  INT,  N.Y.; 

4.600. 

HUlsdale  INT,  N.Y.;  Brainard  INT,  N.Y.;  4,000, 
Brainard  INT,  N.Y4  Cambridge,  N.Y.,  VOR; 
4,400. 

Cambridge,  N.Y.,  VOR;  GranvUle  INT,  N.Y.; 
4.000. 

GranvUle  INT,  M.Y4  Benson  INT,  Vt.;  4,000. 
*3,600— MOCA. 

Section  95.6489  VOR  Federal  airway 
489  is  amended  to  read  in  part : 

Clermont.  N.Y.,  VOR;  Red  Hook  INT,  N.Y.? 

2.600. 

Bed  Hook,  INT,  N.Y.;  Athens  INT,  N.Y.; 

*3,000,  *2,400— MOCA. 

Athens  INT,  N.Y.;  Greenbush  INT,  N.Y.; 

*2,600.  *1,900— MOCA. 

Greenbush  INT,  N.Y.;  Albany.  N.Y.,  VOR; 

*2300.  *1,900— MOCA. 

Glens  Falls.  N.Y..  VOR;  Crown  INT,  N.Y.; 
*6.000.  *4,600— MOCA. 

Section  95.6498  VOR  Federal  airway 
498  is  amended  to  read: 

McGrath,  Alaska,  VOR;  Galena,  Alaska.  VOR; 
*6.000.  *5,600— MOCA.  ' 

Section  95.6507  VOR  Federal  airway 
507  is  amended  to  read  in  part: 

Lovelock,  Nev.,  VOR;  8od  House,  Nev.,  VOR; 
*10,000.  *0.600— MOCA. 

Section  95.6802  VOR  Federal  airway 
802  is  amended  to  read  in  part: 

Bible  Grove,  lU.,  VOR;  Lewis,  Ind.,  VOR; 
2,500. 

Section  95.6805  VOR  Federal  airway 

805  is  amended  to  read  in  part: 

Wilmington,  N.C.,  VOR;  *Oreen  INT,  8.C.; 
**1,600.  *2,600— MRA.  **1,400— MOCA. 

Green  INT,  8.C.;  *Creeoent  INT,  8.C.;  **1,600. 

*3,000— MRA.  **1,400— :MOCA. 

Crescent  INT,  8.C.;  Myrtle  Beach.  S.C..  VOR; 
*1,600.  *1,400— MOCA. 

Section  95.6806  VOR  Federal  airway 

806  is  amended  to  read  in  part: 

Flat  Rock,  Va.,  VOR;  Amelia  INT,  Va.;  2,000. 
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Section  95.6810  VOR  Federal  airway 
810  is  amended  to  read  in  part: 

Chadron.  Nebr.,  VOR;  OTIeiU,  Nebr.,  VOR; 
*10,000.  *5.900— MOCA. 

Section  95.6819  VOR  Federal  airway 
819  is  amended  to  read  in  part: 

Alma,  Ga.,  VOR;  Dublin,  Ga.,  VOR;  *2,200. 
*1,600— MOCA, 

Section  95.6837  VOR  Federal  airway 
837  is  amended  to  read  in  part: 

Picayxine,  Miss.,  VOR;  Greene  County,  Miss., 

‘  VOR;  *2,000.  *1,600— MOCA. 

Section  95.6846  VOR  Federal  airway 
846  is  amended  to  read  in  part: 

Wolbach,  Nebr.,  VOR;  Int.  047*  M  rad,  Hayes 
Center  VOR,  and  079*  M  rad.  North  Platte 
VOR;  *6,000.  *3,700— MOCA. 

Int.  047*  M  rad,  Hayes  Center  VOR,  and  079* 
M  rad.  North  Platte  VOR;  Hayes  Center. 
Nebr.,  VOR;  *5,000.  *4,100— MOCA. 

Section  95.6854  VOR  Federal  airway 
854  is  amended  to  read  in  part: 

O’NeUl,  Nebr..  VOR;  Chadron.  Nebr.,  VOR; 
*10,000.  *6,900— MOCA. 

Section  95.6881  VOR  Federal  airway 
881  is  amended  to  read  in  part: 

Cleveland,  Ohio.  VOR;  Tiverton,  Ohio,  VOR; 
*3,000.  *2,400— MOCA. 

Section  95.7010  Jet  route  No.  10  is 
amended  by  adding: 

From,  to,  MEA,  and  MAA 

Denver,  Colo.,  VORTAC;  8idney,  Nebr.,  VOR; 
18,000;  45.000. 

Bidney,  Nebr.,  VOR;  O’NeUl,  Nebr,,  VORTAC; 
18,000;  45.000. 

Section  95.7033  Jet  route  No.  33  is 
added  to  read: 

Oakland,  Calif.,  VORTAC;  Dkiah,  Calif., 
VORTAC;  18,000;  45,000. 

Ukiah,  Calif.,  VORTAC;  Fortune,  Calif,,  VOR; 
18,000;  45,000. 

Fortune,  Calif.,  VOR;  North  Bend,  Oreg., 
VOR;  18,000;  45,000. 

North  Bend.  Oreg..  VOR;  Newport,  Oreg., 
VORTAC;  18,000;  45,000. 

Newport,  Oreg.,  VORTAC;  Hoquiam,  Wash., 
VOR;  18,000;  45,000. 

Hoquiam,  Wash.,  VOR;  Beattie,  Wash., 
VORTAC;  18,000;  45,000. 

Section  95.7052  Jet  route  No.  52  is 
amended  by  adding: 

Florence,  8.C.,  VOR;  Raleigh-Durham,  N.C., 
VORTAC;  18,000;  45,000. 

'  Section  95.7064  Jet  route  No.  64  is 
amended  to  read  in  part: 

Alamosa,  Colo.,  VOR;  HUl  City,  Kans.,  VOR¬ 
TAC;  24,000;  46,000. 

Section  95.7078  Jet  route  No.  78  is 
amended  to  read  in  part : 

Tulsa,  Okie.,  VORTAC;  Farmington,  Mo.. 
VORTAC;  24,000;  45,000. 

Section  95.7083  Jet  route  No.  83  is 
added  to  read: 

KnozvUle.  Tenn.,  VORTAC;  Appleton,  Ohio, 
VORTAC;  18,000;  45,000. 

Appleton.  Ohio,  VORTAC;  Cleveland,  Ohio, 
VORTAC;  18,000;  45,000. 

Section  95.7108  Jet  route  No.  108  Is 
added  to  read: 

Winslow,  Aiiz.,  VORTAC;  8t.  Johns,  Arlz., 
VORTAC;  18,000;  46,000. 
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Section  95.7112  Jet  route  No.  112  Is 
added  to  read: 

from.  to.  ME  A.  and,  MAA 

Butler.  Mo.,  VOR;  Rumlngton,  Mo.,  VOR- 
TAC;  18,000;  46,000. 

Farmington,  Mo.,  VORTAC;  Louisville,  Ky., 
VORTAC;  18,000;  45,000. 

Section  95.7551  Jet  route  No.  551  Is 
added  to  read: 

Peck,  Mich.,  VOR;  United  States-Canadian 
border;  18,000;  45,000. 

Section  95.7575  Jet  route  No.  575  is 
amended  by  adding: 

Boston,  Mass.,  VOR;  United  States-Canadian 
border;  18,000;  46,000. 

Section  95.7585  Jet  route  No.  585  is 
added  to  read: 

Nantucket,  Maine,  VOR;  United  8tates-Ca- 
nadian  border;  18,000;  45,000. 

2.  By  amending  Sul^rt  D  as  follows: 

§  95.8003  TOR  Federal  airway  change¬ 
over  points. 

Airway  segment:  From;  to^—ChangeoDer 
point:  distance;  from 

V-8  Is  amended  to  read  In  part: 

Ontario,  Calif.,  VOR;  Hector,  Calif.,  VOR; 
46;  Ontario. 

V-16  Is  amended  to  delete ; 

Texarkana,  Ark,  VOR;  Pine  Bluff,  Ark.,  VCHl; 
53;  Texarkan^. 

V-16  is  amended  to  read  In  part: 

Ontario,  Calif.,  VOR;  Palm  Springs.  Calif., 
VOR;  23;  Palm  Springs. 

V-2i  Is  -amended  to  read  in  part: 

Ontario,  Calif.,  VOR;  Hector,  Calif.,  VOR; 
46;  Ontario. 

V-105  Is  amended  to  read  In  part:  ^ 
Coaldale,  Nev.,  VOR;  Reno,  Nev.,  VOR;  55; 
Coaldale. 

V-137  Is  amended  to  delete: 

Thermal,  Calif.,  VOR;  Palmdale,  Caltf .,  VOR; 
59;  Thermal. 

V-161  Is  amended  to  delete: 

Ardmore.  CMcla.,  VOR;  Okmulgee,  Okla.,  VOR; 
59;  Ardmore. 

V-264  Is  amended  to  read  In  part: 
Ontario,  Calif..  VOR.  via  S  alter.;  Palm 
l^rlngs,  Calif.,  VOR.  via  S  alter.;  23;  Palm 
Springs. 

V-46S  is  amended  to  delete : 

Los  Banos.  Calif.,  VOR;  Oakland,  Calif.,  VOR¬ 
TAC;  35;  Los  Banos. 

J-15  Is  amended  by  adding; 

Farmington,  N.  Mex.,  VCHCTAC;  Grand  Junc¬ 
tion.  Colo.,  VORTAC;  90;  Farmington. 
j-23  is  amended  to  delete: 

San  Antonio.  Tex..  VORTAC;  Mineral  Wells, 
Tex.,  VORTAC;  106;  San  Antonio. 
j-30  is  amended  by  adding; 

Appleton,  Ohio,  VORTAC;  Front  Royal,  Va., 
VOR;  112;  Appleton. 

J-64  is  amended  by  adding: 

Ellwood  City,  Pa..  VORTAC;  Tardley,  Pa., 
VOR;  146;  Ellwood  City. 

J-89  is  amended  by  adding: 

Atlanta,  Ga,  VORTAC;  LoulsvlUe,  Ky., 
VORTAC;  180;  AtlanU. 

J-96  is  amended  by  adding: 

Seattle,  Wash.,  VORTAC;  United  States- 
Canadian  border;  97;  Seattle. 

J-110  Is  amended  by  adding: 

Alamosa,  Colo.,  VOR;  Garden  City,  Kans., 
VORTAC;  101;  Alamosa. 

This  amendment  is  made  under  the 
authority  of  sections  307  and  1110  of  the 
Federal  Aviation  Act  of  1968  (49  U.S.C. 
1348, 1510). 


Issued  in  Washington,  D.C.,  on  October 
23, 1964. 


O.  S.  Moore, 

Director,  Flight  Standards  Service. 


(FJt.  Doc.  64^11080;  Filed.  Oct.  30,  1964; 
8:45  am.] 


Title  21— FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edu¬ 
cation,  and  Welfare 

SUBCHAPTEt  B— KXX)  AND  FOOD  PRODUaS 

PART  15 — CEREAL  FLOURS  AND  RE¬ 
LATED  PRODUCTS;  DEFINITIONS 
AND  STANDARDS  OF  IDENTITY 

Instant  Blending  Flours;  Order  Estab¬ 
lishing  Definition  and  Standard  of 
Identity 

A  notice  of  proposed  rulemaking  was 
published  in  the  Federal  Register  of 
May  15, 1964  (29  FR.  6405) ,  setting  forth 
a  proposal  by  General  Mills,  Inc.,  and  the 
Pillsbury  Company,  both  of  Minneapolis, 
Minnesota,  to  establish  a  definition  and 
standard  of  identity  for  instant  blending 
flours.  Within  the  30  days  provided  for 
submission  of  views  on  the  proposal  com¬ 
ments  were  received  from  one  State 
official  and  from  six  firms  engaged  in 
the  flour-milling  business.  The  State 
oflicial  and  all  the  firms  favored  the 
establishment  of  a  definition  and  stand¬ 
ard  of  identity  for  a  form  of  flour  that ' 
is  characterised  by  its  lack  of  dustiness, 
its  tendency  to  disperse  in  liquids  more 
readily,  its  pourabllity  and  ease  of  meas¬ 
uring.  Five  of  the  firms,  however, 
stated  that  the  agglomeration  process  is 
not  the  only  process  for  making  a  flour 
product  with  these  characteristics,  and 
they  protested  exclusion  from  the  stand¬ 
ard  of  such  a  form  of  flour  as  made  by  a 
procedure  referred  to  as  a  “selective 
grinding  and  bolting  procedure.”  Some 
of  the  firms  objected  to  the  names  pro¬ 
posed  for  this  form  of  flour  and  some 
suggested  alternative  names. 

On  the  basis  of  relevant  information 
available,  taking  into  consideration  the 
comments  filed,  it  is  concluded  that  it 
will  promote  honesty  and  fair  dealing 
in  the  interest  of  consumers  to  establish 
a  definition  and  standard  of  idoiUty  for 
this  form  of  flour  and  to  provide  that 
it  may  be  mside  by  either  the  agglomera¬ 
tion  procedure  or  by  the  selective  grind¬ 
ing  and  bolting  procedure.  Therefore, 
pursuant  to  the  authority  vested  in  the 
Secretary  of  Health.  Education,  and  Wel¬ 
fare  by  the  Federal  Food,  Drug,  and  Cos¬ 
metic  Act  (secs.  401,  701,  52  Stat.  1046, 
1055,  as  amended  70  Stat.  919;  72  Stat. 
948;  21  UB.C.  341,  371)  and  delegated 
to  the  Commissioner  of  Food  and  Drugs 
(21  CFR  2.90;  29  PR.  471) ;  It  is  ordered. 
That  Part  15  be  amended  by  adding  a 
new  section  reading  as  follows: 

§  15.75  Instantiaed  floan,  instant  blend¬ 
ing  flonrSy  quick  mixing  flours;  iden¬ 
tity;  label  statement  of  optional  in- 
'  gredients. 

(a)  Instantized  flours,  instant  blend¬ 
ing  flours,  quick  mixing  flours,  are  the 


foods  each  of  which  conforms  to  the 
definition  and  standard  of  identity  and 
is  subject  to  the  requirement  for  label 
statement  of  optional  ingredients  pre¬ 
scribed  for  the  corresponding  kind  of 
flour  by  §  15.1,  §  15.10,  §  15.20,  or  5  15.30, 
except  that  each  such  flour  has  been 
made  by  one  of  the  optional  procedures 
set  forth  in  paragraph  (b)  of  this  sec¬ 
tion.  Such  flour  will  all  pass  through 
a  No.  20  Mesh  UB.  Standard  Sieve  (840 
micron  opening)  and  not  more  than  20 
percent  will  pass  through  a  No.  200  Mesh 
U.S.  Standard  Sieve  (74  micron  open¬ 
ing), 

(b)  The  (H>tional  procedures  referred 
to  in  paragraph  (a)  of  this  section  are: 

(1)  A  selective  grinding  and  bolting 
procedure,  whereby  controlled  milling 
techniques  are  used  to  obtain  flour  par¬ 
ticles  too  coarse  to  meet  the  granulation 
specification  prescribed  in  §  15.1(a)  for 
flour,  and  too  fine  to  meet  the  granula¬ 
tion  specification  prescribed  in  {  15.130 
(a)  for  farina. 

(2)  An  agglomerating  procedure, 
whereby  flour  that  originally  meets  the 
granulation  specification  prescribed  in 
§  15.1(a)  has  been  modified  by  further 
processing  so  that  a  number  of  the  indi¬ 
vidual  flour  particles  have  been  com¬ 
bined  into  agglomerates  conforming  to 
the  granulation  sp^iflcations  set  out  in 
paragraph  (a)  of  this  section. 

(c)  The  name  of  each  product  covered 
by  this  section  is  the  name  prescribed 
by  the  definition  and  standard  of  iden¬ 
tity  for  the  corresponding  kind  of  flour 
as  referred  to  In  paragraph  (a)  of  this 
section,  preceded  immediately  and  con¬ 
spicuously  by  the  words,  “Instantized,” 
“Instant  blending,”  or  “Quick  mixing.” 

Any  person  who  will  be  adversely  af¬ 
fected  by  the  foregoing  order  may  at  any 
time  within  30  days  foUowing  the  date  of 
its  publication  in  the  Federal  Register 
file  with  the  Hearing  Clerk,  Department 
of  Health,  Education,  and  Welfare,  Room 
5440,  330  Independence  Avenue  SW., 
Washington,  D.C.,  20201,  written  objec¬ 
tions  thereto,  preferably  in  quintupli- 
cate.  Objections  shall  show  wherein  the 
person  filing  will  be  adversely  affected  by 
the  order  and  specify  with  particularity 
the  provisions  of  the  order  deemed  ob¬ 
jectionable  and  the  grounds  for  the  de¬ 
jections.  If  a  hearing  is  requested,  the 
objections  must  state  the  issues  for  the 
hearing,  and  such  objections  must  be 
supported  by  grounds  legally  sufficient 
to  justify  the  relief  sought.  Objections 
may  be  acccxnpanied  by  a  memorandum 
or  brief  in  support  thereof. 

Effective  date.  This  order  shall  be¬ 
come  effecthre  60  days  from  the  date  of 
its  publication  in  the  Federal  Register, 
except  as  to  any  provisions  that  may  be 
stayed  by  the  filing  of  proper  objections. 
Notice  of  the  filing  of  objections  or  lack 
thereof  will  be  announced  by  publica¬ 
tion  in  the  Federal  Register. 

(Secs.  401,  701,  52  Stat.  1046,  1055,  as 
amended  70  Stat.  948;  21  UB.C.  341,  371) 

Dated:  October  23. 1964. 

Geo.  P.  Larrick, 

Commissioner  of  Food  and  Drugs. 

[F.R.  Doc.  64-11112;  Filed,  Oct.  30.  1964; 

8:46  am.] 
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RULES  AND  REGULATIONS 


(Sec.  409(c)(1),  72  Stot.  178«:  21  UJS.C.  848 

(c)(1)).  i 

Dated;  October  26,  1964. 

Qco.  P.  Larrick, 
Commissioner  of  Food  and  Drugs. 

[P.R.  Doc.  64-11113;  FUed,  Oct.  30,  1964; 
8:47  a.m.] 


corporation  organised  under  a  State  law 
which  specifically  authorizes  such  corpora¬ 
tion  to  Insure  the  deposits  or  share  accounts 
of  member  sMwociatlons,  (ill)  loans  secured 
by  au  interest  in  real  property  and  loans 
made  for  the  Improvement  of  real  property, 
(Iv)  loans  secured  by  a  deposit  or  share  of  a 
member,  (v)  property  acquired  through  the 
liquidation  of  defaulted  loans  described  in 
clause  (ill),  and  (vl)  property  used  by  the 
association  in  the  conduct  of  the  business 
described  in  subparagraph  (B) ; 

(D)  Of  the  assets  of  which  taken  into 
account  under  subparagraph  (C)  as  assets 
constituting  the  90  percent  of  total  assets— 

(i)  At  least  80  percent  of  the  amount  of 
such  assets  consists  of  assets  described  in 
clauses  (i),  (ii),  (Iv),  and  (vl)  of  such  sub- 
paragraph  and  of  "  loans  secured  by  an  inter¬ 
est  in  real  property  which  is  (or,  from  the 
proceeds  of  the  loan,  will  become)  residential 
real  property  or  real  property  used  prim'arily 
for  church  purposes,  loans  made  for  the  im¬ 
provement  of  residential  real  property  or  real 
property  used  primarily  for  church  purposes, 
or  property  acqviired  through  the  liquidation 
of  defaulted  loans  described  in  this  clause; 
and 

(11)  At  least  60  percent  of  the  amount  of 
such  assets  consists  of  sissets  described  in 
clauses  (i),  (ii),  (iv),  and  (vi)  of  such  sub- 
paragraph  and  of  loans  secured  by  an  in¬ 
terest  in  real  property  which  is  (or,  from 
the  proceeds  of  the  loan,  will  become)  resi¬ 
dential  real  property  containing  4  or  fewer 
family  units  or  real  property  vised  primarily 
for  church  purposes,  loans  made  for  the  im¬ 
provement  of  residential  real  property  con¬ 
taining  4  or  fewer  family  units  or  real  prop¬ 
erty  used  primarily  for  church  pvirposes,  or 
property  acquired  through  the  liquidation 
of  defaulted  losms  described  in  this  clause; 

(E)  Not  more  than  18  percent  of  the 
amount  of  the  total  assets  of  which  (as  of 
the  close  of  the  taxable  year)  consists  of 
assets  other  than  those  described  in  clause 
(i)~ ot  subparagraph  (D),  and  not  more  than 
36  percent  of  the  amovmt  of  the  total  assets 
of  which  (as  of  the  close  of  the  taxable  year) 
consists  of  assets  other  than  those  described 
in  clause  (11)  of  subparagraph  (D);  and 

(F)  Except  for  property  described  in  sub- 
paragraph  (C),  not  more  than  3  percent  of 
the  assets  of  which  consists  of  stock  of  any 
corporation. 

The  term  “domestic  building  and  loan  asso¬ 
ciation”  also  includes  any  association  which, 
for  the  taxable  year,  wovild  satisfy  the  re¬ 
quirements  of  the  first  sentence  of  this  para¬ 
graph  if  “41  percent”  were  substituted  for 
“36  percent”  in  subparagraph  (E).  Except 
in  the  case  of  the  taxpayer’s  first  taxable  year 
beginning  after  the  date  of  the  enactment  of 
the  Revenue  Act  of  1962,  the  second  sentence 
of  this  paragraph  shall  not  apply  to  an 
association  for  the  taxable  year  unless  such 
association  (i)  was  a  domestic  building  and 
loan  association  within  the  meaning  of  the 
first  sentence  of  this  paragraph  for  the  first 
taxable  year  preceding  the  taxable  year,  or 
(11)  was  a  domestic  bviilding  and  loan  asso¬ 
ciation  solely  by  reason  of  the  second  sen¬ 
tence  of  this  paragraph  for  the  first  taxable 
year  preceding  the  taxable  year  (but  not  for 
the  second  preceding  taxable  year).  At  the 
-election  of  the  taxpayer,  the  jjercentages 
specified  in  this  paragraph  shall  be  applied 
on  the  basis  of  the  average  assets  outstand¬ 
ing  during  the  taxable  year,  in  lieu  of  the 
close  of  the  taxable  year,  computed  under 
regulations  prescribed  by  the  Secretary  or  his 
delegate. 


PART  121— FOOD  ADDITIVES 

Subparl  F — Food  Additivos  Rosulting 
From  Contact  With  Contoinors  or 
Equipmont  and  Food  Additives 
Otherwise  Affecting  Food 

POLYURRUANE  ReSINS 

The  CtMnmlasioner  of  Food  and  Drugs, 
having  evaluated  the  data  in  a  petition 
(FAP  5B1494)  filed  by  Spencer  Kellogg 
Division  of  Textron,  Inc.,  4201  Genesee 
Street.  Buffalo,  New  York,  14225,  and 
other  relevant  material,  h^  concluded 
that  the  food  additive  regulations  should 
be  amended  to  provide  for  the  use  of  N- 
dodecylmorpholine  as  a  catalyst  for 
polyurethane  resins  that  contact  dry 
bulk  food.  Therefore,  pursuant  to  the 
provisions  of  the  Federsd  Food,  £>rug,  and 
Cosmetic  Act  (sec.  409(c)(1),  72  Stat. 
1786;  21  UB.C.  348(c)  (1) )  and  under  the 
authority  d^egated  to  the  Commissioner 
by  the  Secretary  of  Health,  Education, 
and  Welfare  (21  CFR  2.90;  29  PJR.  471), 
paragraph  (a)  (4)  of  S  121.2522  is 
amended  by  changing  the  item  “Poly¬ 
urethane,  derived  by  reaction  ♦  *  *”  to 
read  as  follows: 

§  121.2522  Pcdyurethane  resins. 


Title  26-INTERNAL  REVENUE 


Chapter  I — Internal  Revenue  Service, 
Department  of  the  Treasury 

SUBCNAPTER  F— PROCEDURE  AND 
ADMINISTRATION 

[TJ>.  67661 

PART  301— PROCEDURE  AND 
ADMINISTRATION 

Miscellaneous  Amendments 

On  July  3,  1964,  notice  of  proposed 
rule  making  with  respect  to  the  amend¬ 
ment  of  the  Regulations  on  Procedure 
and  Administration  (26  C7FR  Part  301) 
Tmder  section  7701  of  the  Internal  Rev¬ 
enue  Code  of  1954  to  conform  the  regu¬ 
lations  to  section  6(c)  of  the  Revenue 
Act  of  1962  (76  Stat.  982),  relating  to 
definition  of  domestic  building  and  loan 
association,  and  to  section  5  of  the  Act 
of  October  23,  1962  (Public  Law  87-870, 
76  Stat.  1161),  relating  to  definition  of 
cooperative  bank,  was  published  in  the 
Federal  Register  (29  FH.  8422).  After 
consideration  of  allauch  relevant  matter 
as  was  presented  by  interested  persons 
regarding  the  rules  proposed,  the  follow¬ 
ing  regulations  are  adopted.  _ 

Paragraph  1.  Section  301.7701  is 
amended  by  revising  paragraph  (19)  of 
section  7701  (a) ,  adding  a  paragraph  (32) 
to  section  7701(a),  and  by  revising  the 
historical  note.  These  amended  and 
added  provisions  read  as  follows: 

§  301.7701  Statutory  provisions;  defini¬ 
tions. 

Sec.  7701.  Definitions,  (a)  When  used  In 
this  title,  where  not  otherwise  distinctly  ex¬ 
pressed  or  manifestly  Incompatible  with  the 
Intent  thereof — 


List  of  substances: 

Pol3rurethane,  derived  by 
reaction  of  toluene 
dllsocyanate  and/or 
dlphenylmethane  dl- 
laocyanate  with  one  or 
more  of  the  following 
substances,  with  or 
without  the  catalysts 
N,N-dlmethyldodecyla- 
mlne,  and  N-dodecyl- 
xnorphollne: 

Adipic  add. 

1.4-Butanedlol. 

Pol]rpropylene  glycol. 

Trlmethylol  pr<^>ane. 


Limitations 


Any  person  who  will  be  adversely 
affected  by  the  foregoing  order  may  at 
any  time  within  30  days  from  the  date 
of  its  publication  in  the  Federal  Reg¬ 
ister  file  with  the  Hearing  Clerk.  De¬ 
partment  of  Health,  Education,  and  Wel¬ 
fare.  Room  8440,  330  Independence 
Avenue  SW.,  Washington  25,  D.C., 
written  objections  thereto.  Objections 
shall  show  wherein  the  person  filing  will 
be  adversely  affected  by  the  order  and 
spiecify  with  particularity  the  provisions 
of  the  order  dedned  objectionable  and 
the  groimds  for  the  objections.  If  a 
hearing  is  requested,  the  objections  must 
state  the  issues  for  the  hearing.  A  hear¬ 
ing  will  be  granted  if  the  objections  are 
supported  by  grounds  legally  sufficient  to 
jusUfy  the  relief  sought.  Objections 
may  be  accompcmied  by  a  memorandum 
or  brief  in  support  thereof.  All  docu¬ 
ments  shall  be  filed  in  qiilntuplicate. 

Effective  date.  This  order  shall  be 
effective  on  the  date  of  its  publication  in 
the  Federal  Register. 


(10)  Domestic  building  and  loan  associa¬ 
tion.  The  term  “domestic  bxUlding  and  loan 
association”  means  a  domestic  building  and 
loan  association,  a  domestic  savings  and  loan 
association,  and  a  Federal  savings  and  loan 
association — 

(A)  Which  either  (i)  is  an  insiired  institu¬ 
tion  within  the  meaning  of  section  401(a)  of 
the  NationRl  Housing  Act  (12  UB.C.,  sec. 
1724(a) ).  or  (ii)  is  subject  by  law  to  super¬ 
vision  and  examination  by  State  or  Federal 
authority  having  supervision  over  such 
associations; 

(B.)  Substantially  all  of  the  business  of 
which  consists  of  acquiring  the  savings  of 
the  public  and  investing  in  loans  described 
in  subparagraph  (C) ; 

(C)  At  least  90  percent  of  the  amount  of 
the  total  assets  of  which  (as  of  the  close  of 
the  taxable  year)  consists  of  (1)  cash.  (11) 
obligations  of  the  United  States  or  of  a 
State  or  political  subdivision  thereof,  stock 
or  obUgatlons  of  a  corporation  which  is  an 
instrumentality  of  the  United  States  or  of  a 
State  or  political  subdivision  thereof,  and 
certificates  of  deposit  in,  or  obligations  of,  a 


(32)  Cooperative  bank.  The  term  “cooper¬ 
ative  bank"  means  an  institution  without 
capital  stock  organized  and  curated  for 
mutual  purposes  and  without  profit,  which-- 
(A)  Either— 


Saturday,  October  31,  1964 


FEOERAL  REdSTlR 


14847 


(i)  Im  an  tasured  institution  within  the 
of  section  401  (a)  of  the  National 
Housing  Act  (18  UJSX>..  sec.  1724(a) ).  or 
(11)  Is  subject  by  law  to  supervision  and 
examination  by  State  or  Federal  authority 
having  superrision  over  such  institutions, 
and 

(B)  Meets  the  requirements  of  subpara¬ 
graphs  (B).  (G).  (D).  (S).  and  (F)  of  para¬ 
graph  (19)  this  subsection  (relating  to 
definition  of  domestic  building  and  loan 
association)  determined  with  the  application 
of  the  second,  third,  and  fourth  sentences  of 
paragraph  (19). 

In  determining  whether  an  institution  meets 
the  requirements  referred  to  In  subparagraph 
(B)  of  this  paragraph,  any  reference  to  an 
association  or  to  a  domestic  building  and 
loan  association  contained  in  paragraph  (19) 
shall  be  deemed  to  be  a  reference  to  such 
institution.  In  the  case  of  an  institution 
which,  for  the  taxable  year,  is  a  cooperative 
bank  within  the  noeaning  of  the  first  sen¬ 
tence  of  this  paragraph  by  reason  of  the 
application  of  the  second  and  third  sentences 
of  paragraph  (19)  of  this  subsection,  the 
deduction  otherwise  allowable  \uider  section 
166(c)  for  a  reasonable  addition  to  the  re¬ 
serve  for  bad  debts  shall,  imder  regulations 
prescribed  by  the  Secretary  or  his  delegate,  be 
reduced  in  a  manner  consistent  with  the  re¬ 
ductions  provided  by  the  table  contained  in 
section  593(b)  (5) . 

[Sec.  7701,*  as  amended  by  sec.  22  (g),  (h), 
Alaska  Omnlbru  Act  (73  Stat.  146,  147) ;  sec. 
18  (i)>  (J)>  Hawaii  Omnibus  Act  (74  Stat. 
416);  sec.  103  (t).  Social  Security  Amend¬ 
ments  1960  (74  Stat.  041) ;  src.  6(c) ,  Rev.  Act 
1962  (76  Stat.  962);  sec.  s'  Act  of  Oct.  23, 
1962  (Pub.  Law  87-670,  76  Stat.  1161)  ] 

Par.  2.  Section  301.7701-13  is  renum¬ 
bered  and  amended  to  read  as  follows: 

§  301.7701—15  Other  terms. 

Any  terms  which  are  defined  in  sec¬ 
tion  7701  and  which  are  not  defined  in 
§§301.7701-1  to  301.7701-14,  inclusive, 
shall,  when  used  in  this  chapter,  have 
the  meanings  assigned  to  them  in  section 
7701. 

Par.  3.  Immediately  after  §  301.7701- 
12  there  are  inserted  the  following  new 
sections: 

§  301.7701—13  Domestic  building  and 
loan  association. 

(a)  Jn  general.  For  taxable  years 
beginning  after  October  16,  1962,  the 
term  “domestic  building  and  loan  asso¬ 
ciation”  means  a  domestic  building  and 
loan  association,  a  domestic  savings  and 
loan  association,  a  Federal  savings  and 
loan  association,  and  any  other  savings 
institution  chartered  and  supervised  as 
a  savings  and  loan  or  similar  association 
under  Federal  or  State  law  which  meets 
the  supervisory  test  (described  in  para¬ 
graph  (b)  of  this  section) ,  the  business 
operations  test  (described  in  paragraph 
(c)  of  this  section),  and  each  of  tiie 
various  assets  tests  (described  in  para¬ 
graphs  (d),  (e),  (f),  and  (h)  of  this 
section) . 

(b)  Supervisory  test.  A  domestic 
building  and  loan  association  must  be 
either  (1)  an  insured  institution  within 
the  meaning  of  section  401(a)  of  the  Na- 

Housing  Act  (12  U.S.C.,  sec. 

)  or  (2)  subject  by  law  to  super¬ 
vision  and  examination  by  State  or  Fed- 
®i^l  authority  having  supervision  over 
such  associations.  An  “insured  institu¬ 
tion”  is  one  the  accounts  of  which  are 


insured  by  the  Federal  Savings  and  Ixtan 
Insurance  Ck>rporatlo8i. 

(c>  Business  operations  test — (1)  In 
general.  An  association  must  utilize  its 
assets  so  that  zubstanUall^  all  of  its  busi¬ 
ness  consists  of  acquiring  the  savings 
of  the  public  and  investing  in  the  loans 
described  in  sid^paragraphs  (6)  through 
(10)  of  paragraph  (d)  of  this  section. 
The  requirement  of  this  paragraph  is 
referred  to  in  this  section  as  the  business 
cg)erations  test.  Ihe  business  of  acquir¬ 
ing  the  savings  of  the  public  and  invest¬ 
ing  in. the  prescribed  loans  includes  an¬ 
cillary  or  Incidental  activities  which  are 
directly  and  primarily  related  to  such 
acquisition  and  investment,  such  as  ad¬ 
vertising  for  savings,  appraising  prop¬ 
erty  on  which  loans  are  to  be  made  by 
the  association,  and  injecting  the  prog¬ 
ress  of  construction  in  connection  with 
construction  loans.  Even  though  an  as¬ 
sociation  meets  the  siQ>ervi8ory  test  in 
paragraph  (b)  and  all  the  assets  tests 
described  in  paragraph  <d)  through  (h) 
of  this  section,  it  nevertheless  not 
qualify  as  a  domestic  building  and  loan 
association  if  any  substantial  part  of  its 
business  consi^  of  activities  which  are 
not  directly  and  primarily  related  to 
such  acquisition  and  investment,  such  as 
brokering  mortgage  paper,  selling  insur¬ 
ance,  or  subdividing  real  estate.  How¬ 
ever,  an  association  will  meet  the  busi¬ 
ness  operations  test  for  a  taxable  year  if 
it  meets  the  requirements  of  both  sub- 
paragraphs  (2)  and  (3)  of  this  para¬ 
graph,  relating  respectively  to  acquiring 
the  savings  of  the  public,  and  investing 
in  loans. 

(2)  Acquiring  the  savings  of  the 
pubUc.  The  requirement  that  substan¬ 
tially  all  of  an  association’s  business 
(other  than  investing  in  loans)  must 
consist  of  acquiring  the  savings  of  the 
public  ordinarily  will  be  considered  to  be 
met  if  savings  are  acquired  in  all  mate¬ 
rial  respect  in  conformity  with  the  rules 
and  regulations  of  the  Federal  Home 
Loan  Bank  Board  or  substantially 
equivalent  rules  of  a  State  law  or  super¬ 
visory  authority.  In  addition,  such  re¬ 
quirement  will  be  considered  to  be  met 
if  more  than  85  percent  of  the  dollar 
amount  of  the  total  deposits  and  with¬ 
drawable  shares  of  the  association  are 
held  during  the  taxable  year  by  the  gen¬ 
eral  public  as  opposed  to  amounts  de¬ 
posited  by  family  or  r^ted  business 
groups  or  persons  who  are  officers  or 
directors  of  the  association.  The  per¬ 
centage  specified  in  this  subparagraph 
shall  be  computed  as  of  the  close  of  the 
taxable  year,  or  at  the  option  of  the  tax¬ 
payer,  oh  the  basis  of  the  average  of  the 
amounts  of  deposits  held  during  the  year. 
Such  average  shall  be  determined  by 
computing  the  percaitage  specified  either 
as  of  the  close  of  each  month,  as  of  the 
close  of  each  quarter,  or  semiannually 
during  the  taxable  year  and  by  using 
the  yearly  average  of  the  monthly, 
quarterly,  or  semiannual  percentages 
obtained. 

(3)  Investing  in  loans — (i)  In  general. 
The  requirement  that  substantially  all  of 
an  association’s  business  (other  than 
acquiring  the  savings  of  the  public)  must 
consist  of  investing  in  the  loans  described 
in  subparagraphs  (6)  through  (10)  of 


paragnq^  (d)  of  this  section  ordinarily 
will  be  considered  to  be  met  for  a  taxable 
year  if  the  association  meets  both  the 
gross  income  test  described  in  subdivision 
(ii)  of  this  sulgtaragraph  and  the  sales 
activity  test  described  in  subdivision  (iii) 
of  this  subixiragraph.  However,  if  an 
association  does  not  meet  the  require¬ 
ments  of  both  subdivisions  (ii)  and  (iii) 
of  this  subparagraph,  it  will  nevertiieless 
meet  the  investing  in  loans  requirement 
if  it  is  able  to  demonstrate  that  sub¬ 
stantially  all  its  business  (other  than 
acquiring  the  savings  of  the  public)  con¬ 
sisted  of  investing  in  the  presoibed  loans. 
Transactions  which  are  necessitated  by 
exceptional  circumstances  and  which  are 
not  undertaken  as  recturing  business 
activities  for  profit  will  not  be  considered 
a  substantial  part  of  an  association’s 
business.  Thus,  for  example,  an  associ¬ 
ation  would  meet  the  investing  in  loans 
requirement  if  it  can  establish  that  it 
failed  to  meet  the  gross  income  test  be¬ 
cause  of  receipt  of  a  non-recurring  item 
of  income  due  to  exceptional  circum¬ 
stances,  or  it  failed  to  meet  the  sales  ac¬ 
tivity  test  because  of  sales  made  to 
achieve  necessary  liquidity  to  meet  ab¬ 
normal  withdrawals  from  savings  ac¬ 
counts.  For  the  purposes  of  this  sub- 
paragraph,  however,  the  acquisition  of 
loans  in  anticipation  of  their  sale  to  other 
financial  institutions  does  not  constitute 
“investing”  in  loans,  even  though  such 
acquisition  and  sale  resulted  from  an 
excess  of  donand  for  loans  over  savings 
capital  in  the  association’s  area. 

(ii)  Gross  income  test.  The  gross  in¬ 
come  test  is  met  if  more  than  85  percent 
of  the  gross  income  of  an  association 
consists  of : 

(a)  Interest  or  dividends  on  assets  de¬ 
fined  in  subparagraph  (2) ,  (3) ,  or  (4)  of 
paragraph  (d)  of  this  section, 

(b)  Interest  on  loans -defined  in  sub- 
paragraphs  (6)  through  (10)  of  para¬ 
graph  (d)  of  this  section, 

(c)  Income  attributable  to  the  porticm 
of  property  used  in  the  association’s  busi¬ 
ness  as  defined  in  paragraph  (d)  (5)  of 
this  section, 

(d)  Premiums,  discounts,  commis¬ 
sions,  or  fees  (including  late  charges  and 
penalties)  on  loans  defined  in  subpara¬ 
graphs  (6)  through  (10)  of  paragrai^ 
(d)  of  this  section  which  have  at  some 
time  been  held  by  the  association,  or  for 
which  firm  commitments  have  been 
issued, 

(e)  Oain  or  loss  on  the  sale  of  govern¬ 
mental  obligations  defined  in  paragraph 
(d)  (3)  of  this  section,  or 

(/)  Income,  gain,  or  loss  attributable 
to  foreclosed  pr(n;>erty  (as  defined  in 
paragraph  (j)(l)  of  this  section),  but 
not  including  such  income,  gain,  or  loss 
which,  pursuant  to  section  595  and  the 
regulations  thereunder,  is  not  included 
in  gross  inccxne. 

For  the  purposes  of  this  subparagraph, 
gross  income  shall  be  compute  without 
regard  to  gains  or  losses  on  the  sale  of 
the  portion  of  property  used  in  the  asso¬ 
ciation’s  business  (described  in  para¬ 
graph  (d)  (5)  of  this  section) ,  without 
regard  to  gains  or  losses  on  the  rented 
portion  of  property  used  as  the  principal 
or  branch  office  of  the  association  (de- 
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acribed  in  such  paragraph),  and  with¬ 
out  regard  to  gains  or  iMses  on  the  sale 
of  participations  and  loans  (other  than 
governmental  oUlgaticms  defined  in 
paragraph  (d)  (3)  of  this  section).  Ex¬ 
amples  of  types  of  income  which  would 
cause  an  association  to  fail  to  meet  the 
gross  income  test,  if  in  the  aggregate  they 
exceed  15  percent  of  gross  huxxne,  are 
the  excess  of  gains  over  losses  on  sale  of 
real  estate  (other  than  foreclosed  prop¬ 
erty):  rental  inccnne  (other  ttian  on 
foreclosed  property  and  the  portion  of 
pr(q;>erty  used  in  the  association’s  busi¬ 
ness)  :  premiums,  commissions,  and  fees 
(other  than  commitment  fees)  on  loans 
which  have  never  been  held  by  ttie  asso¬ 
ciation;  and  insurance  brokerage  fees. 

(iii)  Sales  actMtp  test:  in  general. 
The  sales  activity  test  is  met  for  a  tax¬ 
able  year  if  the  association  meets  both 
the  sales  of  whole  loans  test  described  in 
subdivision  (Iv)  of  this  subparagraph, 
and  the  sales  of  whole  loans  and  partici¬ 
pations  test  described  in  subdivision  (v) 
of  this  subparagraph.  For  the  purposes 
of  this  subdivision  and  subdivisions  (iv) , 

(v),  and  (vi)  of  this  subpars«raph: 

(a)  The  term  “loan”  means  loan  as 
defined  in  paragraph  (J)  (1)  of  this  sec¬ 
tion,  other  than  foreclosed  property  de¬ 
fined  in  such  paragraph  and  govern¬ 
mental  obligations  defined  in  paragraph 
(d)  (3)  of  this  section. 

(b)  The  amoimt  of  a  loan  shall  be  de¬ 
termined  in  accordance  with  the  rules 
contained  in  paragraph  (1)  (1)  and 
(2)  (ii)  of  this  section. 

(c)  The  term  “loans  acquired  for  in¬ 
vestment  during  the  taxable  year”  means 
the  amoimt  of  loans  outstanding  as  of 
the  close  of  the  taxable  year,  reduced 
(but  not  below  zero)  by  the  amount  of 
loans  outstanding  as  of  the  beginning  of 
such  year,  and  increased  by  the  lesser  of 
(i)  the  amoimt  of  repasrments  made  on 
loans  during  the  taxable  year  or  (2)  an 
amount  equal  to  20  percent  of  the 
amount  of  loans  outstanding  as  of  the 
beginning  of  the  taxable  year.  For  this 
purpose,  repayments  do  not  include  re¬ 
payments  on  loans  to  the  extent  such 
loans  are  refinanced  by  the  association. 

(d)  The  term  “sales  of  participations” 
means  sales  by  an  association  of  interests 
in^  loans,  which  sales  meet  the  require¬ 
ments  of  the  regulations  of  the  Federal 
Home  Loan  Bsmk  Board  relating  to  sales 
of  participations,  or  which  meet  substan¬ 
tially  equivalent  requirements  of  State 
law  or  regulations  relating  to  sales  of 
participations. 

(c)  The  term  “sales  of  whole  loans” 
means  sales  of  loans  other  than  sales  of 
participations  as  defined  in  subdivision 
(d)  of  this  subdivision,  but  in  determin¬ 
ing  the  amount  of  sales  of  whole  loans, 
the  following  sales  shall  be  disregarded: 
sales  of  loans  made  to  other  financial  in¬ 
stitutions  pursuant  to  an  arrangement 
whereunder  the  association  simultane¬ 
ously  oxters  into  a  bona  fide  agreement 
to  repurchase  such  loans  within  a  period 
of  18  months  from  the  time  of  sale  if 
such  arrangement  conforms  to  the  rules 
and  regulations  of  iqxpllcable  supervisory 
authorities;  sales  made  to  the  Federal 
Savings  and  Loan  Insurance  Corpora- 
ti(xi  or  to  a  corporation  defined  in  para¬ 
graph  (d)  (4)  of  this  sectiim  (relating  to 


deposit  insurance  conuxany  securities); 
and  sales  made  in  the  course  of  liqui¬ 
dation  of  the  association  pursuant  to 
Federal  or  State  law. 

(iv)  Sales  of  whole  loans  test.  The 
sales  of  whole  loans  test  is  met  for  a  tax¬ 
able  year  if  the  amount  of  sales  of  whole 
loans  during  the  taxable  year  does  not 
exceed  the  greater  of  (a)  15  percent  of 
the  amount  of  loans  acquired  for  Invest¬ 
ment  during  the  taxable  year,  or  (b)  20 
percent  of  the  amount  of  loans  outstand¬ 
ing  at  the  beginning  of  the  taxable  year. 
However,  the  30  percent  of  beginning 
loans  liimtation  specified  in  subdivision 
(b)  of  the  previous  sentence  shall  be 
reduced  by  the  number  of  percentage 
points  (rounded  to  the  nearest  one  hun¬ 
dredth  of  a  percentage  point)  which  is 
equal  to  the  sum  of  the  two  percentages 
obtained  by  dividing,  for  each  of  the  two 
preceding  taxable  years,  the  amount  of 
sales  of  whole  loans  during  each  such 
taxable  year  by  the  amount  of  loans  out¬ 
standing  at  the  beginning  of  such  tax¬ 
able  year.  For  example,  if  the  amounts 
of  sales  of  whole  loans  made  by  a  cal¬ 
endar  year  association  in  1965  and  1966 
were  3  percent  and  4  percent,  respec¬ 
tively,  of  loans  outstanding  at  the  be¬ 
ginning  of  each  such  year,  the  amount 
of  sales  of  whole  loans  idlowed  under 
such  subdivision  (b)  for  1967  would  be 
an  amount  equal  to  13  percent  (20  per¬ 
cent  minus  7  percentage  points)  of  loans 
outstanding  at  the  beginning  of  1967. 
In  computing  the  reduction  to  the  20  per¬ 
cent  of  beginning  loans  limitation  speci¬ 
fied  in  such  subdivision  (b),  sales  of 
whole  loans  made  before  January  1, 1964, 
shall  not  be  taken  into  account. 

(V)  Sales  of  whole  loans  and  partici- 
patUms  test.  The  sales  of  whole  loans 
and  participations  test  is  met  if  the  sum 
of  the  amount  of  sales  of  whole  loans 
and  the  amount  of  sales  of  participations 
during  the  taxable  year  does  not  exceed 
100  perc^t  of  the  amount  of  loans  ac¬ 
quired  for  investment  during  the  tax¬ 
able  year. 

(vi)_  Sales  activity  test:  special  rules — 
(a)  Carryover  of  sales.  The  amount 
j^>ecified  in  subdivision  (iv)(a)  of  this 
subparagraph  as  the  maximum  amount 
of  sales  of  whole  loans  shall  be  increased 
by  the  amount  by  which  15  percent  of 
the  amount  of  loans  acquired  for  invest¬ 
ment  by  the  association  during  the  two 
preceding  taxable  years  exceeds  the 
amount  of  sales  of  whole  loans  made 
during  such  preceding  taxable  years;  and 
the  amount  specified  in  subdivision  (v) 
of  this  subparagraph  as  the  maximum 
amount  of  sales  of  whole  loans  and  par¬ 
ticipations  shall  be  increased  by  the 
amount  by  which  the  amount  of  loans 
acquired  for  investment  by  the  associa¬ 
tion  during  the  two  preceding  taxable 
years  exceeds  the  sum  of  the  amount  of 
sales  of  whole  loans  and  participations 
made  during  such  preceding  taxable 
years.  For  example,  if  15  percent  of  the 
amount  of  loans  acquired  for  invest¬ 
ment  in  1965  and  1966  exceeded  the 
amount  of  sales  of  whole  loans  during 
such  years  by  $250,000,  the  amount  of 
sales  of  whole  loans  permitted  in  1967 
under  subdivision  (iv)(a)  of  this  sub- 
paragraph  would  be  increased  by 
$250,000. 


(b)  Use  of  preceding  year’s  base,  if 
the  amount  of  loans  acquired  for  invest¬ 
ment  by  the  association  during  the  pre¬ 
ceding  taxable  year  exceeds  such  amount 
for  the  current  taxable  year,  the  15  per¬ 
cent  limitation  provided  in  subdivision 
(iv)  (a)  of  this  subparagraph  and  the  100 
percent  limitation  provided  in  subdivi¬ 
sion  (V)  of  this  subparagraph  shall  be 
based  upon  such  prec^ng  taxable  year’s 
amount.  However,  the  maximum 
amount  of  sales  of  whole  loans  permitted 
under  subdivision  (iv)  (a)  and  the  max¬ 
imum  amount  of  sales  of  whole  loans  and 
participations  permitted  under  subdivi¬ 
sion  (V)  in  any  taxable  year  shall  be  re¬ 
duced  by  the  amount  of  the  increase  in 
such  sales  allowed  for  the  preceding  tax¬ 
able  year  solely  by  reason  of  the  applica¬ 
tion  of  the  provisions  of  the  previous 
sentence.  For  example,  assuming  no 
carryover  of  sales  under  subdivision  (a) 
of  this  subdivision,  if  the  amount  of  loans 
acquired  for  investment  by  a  calendar 
year  associatiim  was  $1,000,000  in  1965, 
under  subdivision  (iv)(a)  of  this  sub- 
paragraph  the  association  could  make 
sales  of  whole  loans  in  1966  of  $150,000 
(15%  of  $1,000,000)  even  though  the 
amount  of  its  loans  acquired  for  invest¬ 
ment  during  1966  was  only  $800,000. 
However,  the  amount  of  sales  of  whole 
loans  permitted  in  1967  under  subdivision 
(iv)  (a)  of  this  subparagriq)h  would  be 
reduced  to  the  extent  that  the  amount  of 
the  sales  of  whole  losuis  made  by  the 
association  during  1966  exceeded  $120,000 
(15%  of  $800,000) . 

(vii)  Examples  illustrating  sales  activ¬ 
ity  test.  The  provisions  of  subdivisions 
(iii)  through  (vi)  of  this  subparagraph 
may  be  illustrated  by  the  following  ex¬ 
amples  in  each  of  which  it  is  assumed 
that  the  association  is  a  calendar  year 
taxpayer  which  is  operated  in  all  mate¬ 
rial  respects  in  conformity  with  appli¬ 
cable  rules  and  regulations  of  Federal  or 
State  supervisory  authorities. 

Example  {!).  X  Association  made  sales  of 
whole  'loans  in  1064  and  1965  which  were  10 
percent  and  7  percent,  respectively,  of  the 
amounts  of  loans  outstanding  at  the  begin¬ 
ning  of  each  such  year,  and  which  were  25 
percent  and  17  percent,  respectively,  of  the 
amounts  of  loans  acquired  for  investment  in 
each  such  year.  The  amoimt  of  X’s  loans 
outstanding  at  the  beginning  of  1966  was 
$1,000,000,  and  the  amoimt  of  its  loans 
acquired  for  investment  for  such  year  was 
$300,000.  The  maximum  amount  of  sales  of 
whole  loans  which  X  may  make  under  the 
percentage  of  beginning  loans  limitation  for 
1066  is  $30,000,  which  is  3  percent  (20  per¬ 
cent  reduced  by  the  sum  of  10  percent  and 
7  percent)  of  $1,(X)0.000.  The  maximum 
amount  of  sales  of  whole  loans  permitted 
under  the  percentage  of  loans  acquired  for 
investment  limitation  for  1066  is  $45,000 
(16  percent  of  $300,000).  X  may  therefore 
sell  whole  loans  in  an  amount  up  to  $45,000 
in  1966  and  meet  the  sales  of  whole  loans 
test.  It  is  assumed  that  the  amount  of  loans 
acquired  fOT  investment  in  1966  did  not  ex¬ 
ceed  $300,000,  so  that  the  preceding  year’s 
base  cannot  be  used  to  increase  the  amount 
of  sales  permitted  in  1066. 

Example  (2).-  Assume  the  same  facts  as  in 
the  jH^vioiu  example,  except  that  the  amount 
of  loans  acquired  for  Investment  in  the  pre¬ 
ceding  year  (1066)  was  $320,000.  Since  such 
amount  is  greater  than  the  $300,000  amoui^ 
of  loans  acquired  for  investment  in  1966,  x 
may  base  its  15  percent  limitation  for  1966 
on  the  $320,000  amoimt  and  sell  whole  loans 
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in  an  amount  up  to  $48,000  (15  percent  of 
$320,000)  and  Btill  meet  the  aalea  of  whole 
loans  teat.  However,  to  the  extent  that  the 
amount  of  aales  of  whole  loans  exceeds 
$45,000  (15  percent  of  the  $300,000  amount  of 
loans  acqxilred  for  Investment  In  1966),  the 
tnflTimiim  amount  of  sales  computed  under 
the  percentage  of  loans  acquired  for  invest¬ 
ment  limitation  (but  not  the  20  percent  of 
beginning  loans  limitation)  for  1967  must 
be  reduced. 

Example  (3).  Y  Association  made  no  sales 
of  whole  loans  In  1964  and  1965,  and  made 
of  participations  In  the  two  years  in 
amounts  which.  In  the  aggregate,  were 
$50,000  less  than  the  amounts  of  loans  ac¬ 
quired  for  Investment  for  such  years.  At 
the  beginning  of  1966  the  amoimt  of  Y’s 
loAUB  outstanding  was  $1,000,000,  and  the 
amount  of  Its  loans  acquired  for  Investment 
In  such  year  was  $100,000.  Although  the 
maximum  amount  of  sales  of  whole  loans 
which  Y  could  make  imder  the  sales  of  whole 
loans  test  Is  $200,000  (20  percent  of  $1,000,- 
000),  nevertheless.  In  order  to  meet  the  sales 
of  whole  loans  and  participations  test,  the 
sum  of  the  amounts  of  sales  of  whole  loans 
and  sales  of  participations  may  not  exceed 
$150,000  (100  percent  of  the  $100,000  Eimount 
of  loans  acquired  for  investment  In  1966  plus 
a  carryover  of  sales  from  the  previoiu  two 
years  of  $50,000).  It  Is  assumed  that  the 
amount  loans  acquired  for  Investment  in 
1965  did  not  exceed  $100,000,  so  that  the  pre¬ 
ceding  year’s  base  cannot  be  used  to  Increase 
the  amount  of  sales  permitted  In  1966. 

(viii)  Reporting  requirements.  In  the 
case  of  income  tax  returns  for  taxable 
years  ending  after  October  31, 1964,  there 
shall  be  filed  with  the  return  a  state¬ 
ment  showing  the  amount  of  gross  in- 
ccxne  for  the  taxable  year  in  each  of  the 
categories  described  in  subdivision  (ii) 
of  this  subparagraph;  and,  for  the  tspCf 
able  year  and  the  two  preceding  taxable 
years,  the  amount  of  loans  (described  in 
subdivision  (iii)  (a)  of  this  subpara¬ 
graph)  outstanding  at  the  beginning  of 
the  year  smd  at  the  end  of  the  year,  the 
amount  of  repaymqfnts  on  loans  (not  in¬ 
cluding  repajrments  on  loans  to  the  ex¬ 
tent  such  loans  are  refinanced  by  the 
association),  the  amount  of  sales  of 
whole  loans,  and  the  amoimt  of  sales  of 
participations. 

(4)  Effective  date.  The  provisions  of 
sul^aragraphs  (1)  through  (3)  of  this 
paragraph  are  applicable  to  taxable 
years  ending  after  October  31,  1964. 
However,  at  the  option  of  the  taxpayer, 
for  a  taxable  year  beginning  before  No¬ 
vember  1,  1964,  and  ending  after  Oc¬ 
tober  31,  1964,  the  provisions  of  sub- 
paragraphs  (1)  through  (3)  of  this  para¬ 
graph  (exc^t  the  20  percent  of  begin¬ 
ning  loans  limitation  specified  in  sub¬ 
division  (iv)  (b)  of  sul^aragraph  (3)  of 
this  paragraph)  shall  apply  only  to  the 
part  year  falling  after  October  31,  1964, 
as  if  such  part  year  constituted  a  taxable 
year,  in  such  case,  the  following  rules 
shall  apply: 

(i)  The  amount  of  the  “loans  acquired 
for  investment”  for  such  part  year  shall 
be  equal  to  the  loans  acquired  for  in¬ 
vestment  during  the  entire  taxable  yetu: 
within  which  falls  such  part  year,  multi¬ 
plied  by  a  fraction  the  numerator  of 
which  is  the  number  of  days  in  such  part 
year  and  the  denominator  of  which  is 
the  number  of  days  in  such  entire  tax¬ 
able  year. 

(ii)  The  increase  in  sales  of  whole 
loans  and  participations  permitted  by 


subdivision  (vi)  of  subparagraph  (3)  of 
this  iwagnmh  (relatinig  to  carryover  of 
sales  and  use  (rf  preceding  year’s  base) 
shall  be  l^e  amount  of  such  increase 
computed  under  such  subdivisicm,  multi¬ 
plied  by  the  fraction  specified  in  sub¬ 
division  (i)  of  this  subparagraph. 

If.  treating  the  part  year  as  a  taxable 
year,  the  association  meets  all  ttie  re¬ 
quirements  of  this  paragraph  for  such 
part  year  it  will  be  considered  to  have 
met  the  business  operations  test  for  the 
entire  taxable  year,  providing  it  oper¬ 
ated  in  all  material  respects  in  con¬ 
formity  with  applicable  rules  and  regu¬ 
lations  of  Federal  or  State  supervisory 
authorities  for  the  entire  taxable  year. 
The  20  percent  of  beginning  loans 
limitation  specified  in  subdivision  (iv)  (b) 
of  subparagraph  (3)  of  this  paragraph 
shall  be  applied  only  on  the  basis  of  a 
taxable  year  and  not  the  part  year.  For 
taxable  years  beginning  after  October 
16,  1962,  and  ending  before  November  1, 
1964,  an  association  will  be  considered 
to  have  met  the  business  operations  test 
if  it  operated  in  all  material  respects  in 
conformity  with  applicable  rules  and 
regulations  of  Federal  or  State  super¬ 
visory  authorities. 

(d)  90  percent  of  assets  test — (1)  In 
general.  At  least  90  percent  of  the 
amoxint  of  the  total  assets  of  a  domestic 
building  and  loan  association  must  con¬ 
sist  of  the  assets  defined  in  subpara¬ 
graphs  (2)  through  (10)  of  this  para¬ 
graph.  For  purposes  of  this  paragraph, 
it  is  immaterial  whether  the  association 
originated  the  loans  defined  in  subpara¬ 
graphs  (6)  through  (10)  of  thi^ara- 
graph  or  purchased  or  otherwl^  ac¬ 
quired  them  in  whole  or  in  part  from 
another.  See  paragraph  (j )  of  this 
section  for  definition  of  certain  terms 
used  in  this  paragraph,  and  paragraph 
(k)  of  this  section  for  the  determination 
of  amount  and  character  of  loans. 

(2)  Cash.  The  term  “cash”  means 
cash  on  hand,  and  time  or  demand  de¬ 
posits  with,  or  withdrawable  accounts 
in,  other  financial  institutions. 

(3)  Governmental  obligations.  The 
term  “governmental  obligations”  means 
obligations  of  the  United  States,  a  State 
or  political  subdivision  of  a  State,  and 
stock  or  obligations  of  a  corporation 
which  is  an  instrumentality  of  the 
United  States,  a  State,  or  political  sub¬ 
division  of  a  State. 

(4)  Deposit  insurance  company  se¬ 
curities.  The  term  “deposit  insurance 
company  securities”  means  certificates 
of  deposit  in,  or  obligations  of.  a  corpo¬ 
ration  organized  under  a  State  law  which 
specifically  authorizes  such  corporation 
to  insure  the  deposits  or  share  accoiuits 
of  monber  assoidations. 

(5)  Property  used  in  the  association’s 
business — (1)  In  general.  The  term 
“property  used  in  the  association’s  busi¬ 
ness”  means  land,  buildings,  furniture, 
fixtures,  equipment,  leasehold  interests, 
leasehold  improvements,  and  other  assets 
used  by  the  association  in  the  conduct 
of  its  business  of  acquiring  the  savings 
of  the  public  and  investing  in  the  loans 
defined  in  subparagraphs  (6)  through 
(10)  of  this  paragraph.  Real  property 
held  for  the  purpose  of  being  used  pri¬ 


marily  as  the  principal  or  branch  office 
of  the  association  constitutes  property 
used  in  the  associatkm’s  business  so  long 
as  it  is  reasonably  anticipated  that  such 
property  will  be  occupied  for  such  use  by 
the  association,  or  that  construction 
work  preparatory  to  such  occupancy  will 
be  commenced  thereon,  within  two  years 
after  acquisition  of  the  property.  Stock 
of  a  wholly  owned  subsidiary  corpora¬ 
tion  which  has  as  its  exclusive  activity 
the  ownershU)  and  management  of  prop¬ 
erty  more  than  50  percent  of  the  fair 
rental  value  of  which  is  used  as  the  prin¬ 
cipal  or  branch  office  of  the  association 
constitutes  property  used  in  such  busi¬ 
ness.  Beal  property  held  by  an  associa¬ 
tion  for  investment  or  sale,  even  for  the 
purpose  of  obtaining  mortgage  loans 
thereon,  does  not  constitute  property 
used  in  the  association’s  business. 

(ii)  Property  rented  to  others.  Ex¬ 
cept  as  provided  in  the  second  sentence 
of  subdivision  (i)  of  this  subparagraph, 
property  or  a  portion  thereof  rented  by 
the  association  to  others  does  not  con¬ 
stitute  property  used  in  the  association’s 
business.  However,  if  the  fair  rental 
value  of  the  rented  portion  of  a  single 
piece  of  real  property  (including  appur¬ 
tenant  parcels)  used  as  the  principal  or 
branch  office  of  the  association  consti¬ 
tutes  less  than  50  percent  of  the  fair 
rental  value  of  such  piece  of  property, 
or  if  such  property  has  an  adjusted  basis 
of  not  more  than  $150,000,  the  entire 
property  shall  be  considered  used  in  such 
business.  If  such  rented  portion  consti¬ 
tutes  50  percent  or  more  of  the  fair  rental 
value  of  such  piece  of  property,  and  such 
property  has  an  adjusted  basis  of  more 
than  $150,000,  an  allocation  of  its  ad¬ 
justed  basis  is  required.  The  portion  of 
the  total  adjusted  basis  of  such  piece  of 
property  which  is  deemed  to  be  property 
used  in  the  association’s  business  shall 
be  equal  to  an  amount  which  bears  the 
same  ratio  to  such  total  adjusted  basis 
as  the  amount  of  the  fair  rental  value  of 
the  portion  used  as  the  principal  or 
branch  office  of  the  association  bears  to 
the  total  fair  rental  value  of  such  prop¬ 
erty.  In  the  case  of  all  property  other 
than  real  property  used  or  to  be  used 
as  the  princip^  or  branch  office  of  the 
association,  if  the  fair  rental  value  of 
the  rented  portion  thereof  constitutes 
less  than  15  percent  of  the  fair  rental 
value  of  such  property,  the  entire  prop¬ 
erty  shall  be  considered  used  in  the  as¬ 
sociation’s  business.  If  such  rented  por¬ 
tion  constitutes  15  percent  or  more  of 
the  fair  rental  value  of  such  property,  an 
allocation  of  its  adjusted  basis  (in  the 
same  manner  as  required  for  real  prop¬ 
erty  used  as  the  principal  or  branch 
office)  is  required. 

(6)  Passbook  loan.  The  term  “pass¬ 
book  loan”  means  a  loan  to  the  extent 
secured  by  a  deposit,  withdrawable 
share,  or  savings  account  in  the  associa¬ 
tion^  or  share  of  a  member  of  the  asso¬ 
ciation,  with  respect  to  which  a  distribu¬ 
tion  is  allowable  as  a  deduction  under 
section  591. 

(7)  Home  loan.  The  term  “home 
loan”  means  a  loan  secured  by  an  in¬ 
terest  in — 

(i)  Improved  residential  real  prop¬ 
erty  consisting  of  a  structure  or  struc- 
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tures  containing.  In  the  aggregate,  no 
more  than  4  family  units. 

(il)  An  Individually  owned  family  unit 
in  a  multiple-unit  structure,  the  owner 
of  which  unit  owns  an  undivided  interest 
in  the  underhring  real  estate  and  the 
common  elements  of  such  structure  (so- 
called  condcMninium  type), 

or  a  construction  loan  or  improvement 
loan  for  such  property.  A  construction 
loan  made  for  the  purpose  of  financing 
more  than  one  structure  (so-ccdled  tract 
financing)  constitutes  a  home  loan,  pro¬ 
viding  no  individual  structure  contains 
more  than  4  family  units  and  it  is  con¬ 
templated  that,  as  soon  as  possible  after 
completion  of  construction,  the  struc- 
tiures  will  become  property  described  in 
subdivision  (i)  of  this  subparagraph. 

A  constructlbn  loan  secured  by  a  struc¬ 
ture  containing  more  than  4  family  units 
constitutes  a  home  loan  only  if  the 
structure  has  been  committed  to  a  plan 
of  individual  apartment  ownership  de¬ 
scribed  in  subdivision  (ii)  of  this  sub- 
paragraph  and  such  plan  is  held  out  and 
advertised  as  such.  A  loan  secured  by 
a  cooperative  apartment  building  con¬ 
taining  more  than  4  family  units  does 
not  constitute  a  home  loan. 

(8)  Church  loan.  The  term  "church 
loan"  means  a  loan  secured  by  an  in¬ 
terest  in  real  property  which  is  used 
primarily  for  church  purposes,  or  a  con¬ 
struction  loan  or  improvement  loan  for 
such  property.  For  the  purposes  of  this 
subparagraph,  the  term  "church  pur¬ 
poses"  means  the  ministration  of  sacer¬ 
dotal  functions,  the  conduct  of  religious 
worship  and  closely  associated  activities 
designed  primarily  to  provide  fellowship 
among  members  of  the  congregation,  or 
the  instruction  of  religion.  Thus,  a 
parish  hall  would  normally  qualify  as 
property  used  primarily  for  church  pur¬ 
poses,  whereas  a  building  used  primarily 
to  furnish  education,  other  than  the  in¬ 
struction  of  religion,  would  not. 

(9)  Multifamily  loan.  The  term  "mul¬ 
tifamily  loan"  means  a  loan,  other  than 
one  defined  in  subparagraph  (7)  of  this 
paragraph  (relating  to  a  home  loan), 
secured  by  an  interest  in  improved  resi¬ 
dential  real  property  or  a  construction 
loan  or  improvement  loan  for  such  prop¬ 
erty. 

(10)  Nonresidential  real  property  loan. 
The  term  "nonresidential  real  property 
loan"  means  a  loan,  oUier  than  one  de¬ 
fined  in  subparagraph  (7),  (8),  or  (9) 
of  this  paragraph  (relating  respectively 
to  a  home  loan,  church  loan,  and  multi¬ 
family  loan)  secured  by  an  interest  in 
real  property,  or  a  construction  loan  or 
Improvement  loan  for  such  property. 

(e)  IS  percent  of  assets  test.  Not  more 
than  18  percent  of  the  amount  of  the 
total  assets  of  a  domestic  building  and 
loan  association  may  consist  of  assets 
other  than  those  defined  in  subpara¬ 
graphs  (2)  through  (9)  of  paragraph  (d) 
of  this  section.  Thus,  the  sum  of  the 
amounts  of  the  nonresidential  real  prop¬ 
erty  loans  and  the  assets  other  than 
those  defined  in  paragraph  (d)  of  this 
section  may  not  exceed  18  percent  of 
total  assets. 

(f)  Z6  or  41  percent  of  assets  test — 

(1)  36  percent  test.  Unless  subpara¬ 


graph  (2)  of  ttfis  paragraph  applies,  not 
more  than  36  percent  of  the  amount  of 
the  total  assets  of  a  domestic  building 
and  loan  association  may  consist  of  as¬ 
sets  other  than  thoK  defined  in  sub- 
paragraphs  (2)  through  (8)  of  para¬ 
graph  (d)  of  this  section.  Thus,  unless 
subparagraph  (2)  of  this  paragraph  ap¬ 
plies,  the  sum  of  the  amounts  of  multi¬ 
family  loans,  nonresidential  real  prop¬ 
erty  loans,  and  assets  other  than  those 
defined  in  paragraph  (d)  of  this  section 
may  not  exceed  36  percent  of  total  as¬ 
sets. 

(2)  41  percent  test.  If  this  subpara¬ 
graph  applies,  not  more  than  41  percent 
of  the  amoimt  of  the  total  assets  of.  a 
domestic  building  and  losui  association 
may  consist  of  assets  other  than  those 
defined  in  subparagraphs  (2)  through 
(8)  of  paragraph  (d)  of  this  section. 
Thus,  if  this  subparagraph  applies,  the 
sum  of  the  amounts  of  multifamily  loans, 
nonresidential  real  property  loans,  and 
assets  other  than  those  defined  in  para¬ 
graph  (d)  of  this  section  may  not  exceed 
41  percent  of  total  assets.  See  section 
593(b)(5)  and  the  regulations  there- 
imder  for  the  effect  of  application  of 
this  subparagraph  on  the  allowable  addi¬ 
tion  to  the  reserves  for  bad  debts. 

(g)  Taxable  years  for  which  41  per- 
cent  of  assets  test  applies — (1)  First  tax¬ 
able  year.  For  an  association’s  first  tax¬ 
able  year  beginning  after  October  16, 
1962,  subparagraph  (2)  of  paragraph 
(f)  applies. 

(2)  Second  taxable  year.  For  an  as¬ 
sociation’s  second  taxable  year  beginning 
after  October  16,  1962,  subparagraph 
(2)  of  paragraph  (f)  applies  if  such  as¬ 
sociation  met  all  the  requirements  of 
paragraphs  (b>  through  (e),  (h),  and 
either  subparagraph  (1)  or  (2)  of  para¬ 
graph  (f )  for  its  first  taxable  year. 

(3)  Years  other  than  first  and  second 
taxable  years.  For  any  taxable  year  of 
an  association  beginning  after  October 
16,  1962,  other  than  its  first  and  second 
taxable  years  beginning  after  such  date, 
subparagraph  (2)  of  paragraph  (f)  ap¬ 
plies  if  such  association  met  either — 

(i)  The  requirements  of  paragraphs 
(b)  through  (e).  (f)(1).  and  (h)  of  this 
section  for  the  immediately  preceding 
taxable  year^  or 

(ii)  The  requirements  of  paragraphs 
(b)  through  (e).  (f)  (2),  and  (h)  of  this 
section  for  the  immediately  preceding 
taxable  year,  and  the  requirements  of 
paragraphs  (b)  through  (e),  (f)(1).  and 
(h)  of  this  section  for  the  second  preced¬ 
ing  taxable  year. 

Thus,  in  years  other  than  its  first  and 
second  taxable  years  beginning  after  Oc¬ 
tober  16,  1962,  an  association  may  apply 
the  41  percent  of  assets  test  for  two  con¬ 
secutive  years,  but  only  if  it  met  the  36 
percent  test  (and  all  other  tests)  for  the 
year  previous  to  the  two  consecutive 
years. 

(4)  Examples.  The  provisions  of  par¬ 
agraph  (f)  and  this  paragraph  may  be 
illustrated  by  the  following  examples  in 
each  of  which  it  Is  assumed  that  the  as¬ 
sociation  at  all  times  meets  all  the  re¬ 
quirements  of  paragraphs  (b)  throu^ 
(e)  and  (h)  of  this  section  and  files  its 
returns  on  a  calendar  year  basis. 


Example  (1).  An  association  has  41  per- 
emit  of  Its  assets  Invested  In  assets  other  than 
those  defined  In  subparagraphs  (2)  through 
(8)  of  paragnq>h  (d)  of  tills  section  as  of 
the  close  of  1963  and  1964.  Because  1963 
is  Its  first  taxable  year  beginning  after  Octo¬ 
ber  16.  1962,  the  41  percent  of  assets  test 
applies,  and  the  association  therefore  quali¬ 
fies  as  a  demestic  building  and  locm  associa¬ 
tion  for  1963.  Because  1964  Is  its  second 
taxable  year  beginning  after  such  date  and 
the  41  percent  of  assets  test  ai^lled  for  its 
first  taxable  year,  the  41  percent  of  assets 
test  iq>plles  for  1964  and  it  therefor  quali¬ 
fies  for  such  year. 

Example  (2).  An  association  has  36  per¬ 
cent  of  its  assets  invested  in  assets  other 
than  those  defined  in  subparagraphs  (2) 
through  (8)  of  paragraifii  (d)  of  this  section 
as  of  the  close  of  1964,  and  41  percent  as  of 
the  close  of  1965,  1966,  and  1967.  The  asso¬ 
ciation  qualifies  in  1966  because,  as  a  re¬ 
sult  of  having  met  the  36  percent  of  assets 
test  for  the  immediately  preceding  taxable 
year  (1964),  the  41  percent  of  assets  test 
applies  to  1965.  It  qualifies  in  1966  because 
as  a  result  of  having  met  the  41  percent 
of  assets  test  in  the  immediately  preceding 
taxable  year  (1965)  and  the  36  percent  of  as¬ 
sets  test  in  the  second  preceding  taxable 
year  (1964),  the  41  percent  of  assets  test 
appUes  to  1966.  The  association  would  not 
qualify  in  1967,  however,  because,  al¬ 
though  it  met  the  41  percent  of  assets  test 
for  the  immediately  preceding  taxable  year 
(1966),  it  did  not  meet  the  36  percent  of 
assets  test  in  the  second  preceding  taxable 
year  (1965),  and  therefore  the  41  percent  of 
assets  test  does  not  apply  to  1967. 

Example  (2).  An  association  has  more 
than  41  percent  of  its  assets  invested  in  as¬ 
sets  other  than  those  defined  in  subpara¬ 
graphs  (2)  through  (8)  of  paragraph  (d)  of 
this  section  as  of  the  close  of  1963,  and  41 
percent  Invested  in  such  assets  as  of  the 
close  of  1964.  The  association  does  not  qual¬ 
ify  in  either  year.  It  does  not  qualify  in 
1968  because  it  exceeded  the  41  percent  limi¬ 
tation,  and  it  does  jiot  qualify  in  1964  be¬ 
cause  the  41  percent  of  assets  test  does  not 
apply  to  1964  since  the  association  did  not 
meet  either  the  41  percent  of  assets  test  or 
the  36  percent  of  assets  test  in  the  prior  year 
(1963). 

(h)  3  percent  of  assets  test.  Not  more 
than  3  percent  of  the  amount  of  the  total 
assets  of  a  domestic  building  and  loan 
association  may  consist  of  stock  of  any 
corporation,  unless  such  stock  is  property 
which  is  defined  in  paragraph  (d)  of  this 
section.  ’The  stock  which  constitutes 
property  defined  in  such  paragraph  (d) 
is: 

(1)  Stock  representing  a  withdraw¬ 
able  account  in  another  financial  insti¬ 
tution; 

(2)  Stock  of  a  corporation  which  is  an 
instrumentality  of  the  United  States  or 
of  a  State  or  political  subdivision 
thereof ; 

(3)  Stock  which  was  security  for  a 
loan  and  which,  by  reason  of  having  been 
bid  in  at  foreclosure  or  otherwise  having 
been  reduced  to  ownership  or  possession 
of  the  association,  is  a  loan  within  the 
definition  of  such  term  in  paragraph 
(j)  (1)  of  this  section;  and 

(4)  Stock  of  a  wholly  owned  subsid¬ 
iary  corporation  which  has  as  its  ex¬ 
clusive  activity  the  ownership  and  man¬ 
agement  of  property  more  than  50  per¬ 
cent  of  the  fair  rental  value  of  which  Is 
used  as  the  principal  or  branch  office 
of  the  association. 

(i)  [Reserved] 
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(j)  Definition  of  certain  terms.  For 
purposes  of  this  section — 

(1)  Loan.  The  term  “loan”  mei^ 
debt,  as  the  term  “debt”  is  used  in  sm- 
tion  166  and  the  regulations  thereunder. 
The  term  “loan”  also  includes  a  redeem¬ 
able  ground  rent  (as  defined  in  section 
1055(c))  which  is  owned  by  the  tax¬ 
payer,  and  any  property  (referred  to  in 
this  section  as  “foreclosed  property”) 
which  was  security  for  the  payment  of 
any  indebtedness  and  which  has  been  bid 
in  at  foreclosure,  or  otherwise  been  re¬ 
duced  to  ownersUp  or  possession  of  the 
association  by  agreement  or  process  of 
law,  whether  or  not  such  property  was 
acquired  subsequent  to  December  31, 
1962. 

(2)  Secured.  A  loan  will  be  consid¬ 
ered  as  “secured”  only  if  the  loan  is  on 
the  security  of  any  instrument  (such  as 
a  mortgage,  deed  of  trust,  or  land  con¬ 
tract)  which  makes  the  inter^t  of  the 
debtor  in  the  property  described  therein 
specific  security  for  the  payment  of  the 
loan,  provided  that  such  instnunent  is 
of  such  a  nature  that,  in  the  event  of  de¬ 
fault,  the  interest  of  the  debtor  in  such 
property  could  be  subjected  to  the  satis¬ 
faction  of  the  loan  with  the  same  prior¬ 
ity  as  a  mortgage  or  deed  of  trust  in  the 
jurisdiction  in  which  the  property  is 
situated. 

(3)  Interest.  The  word  “interest” 
means  an  interest  in  real  property  which, 
under  the  law  of  the  jurisdiction  in  which 
such  property  is  situated,  constitutes 
either  (i)  an  interest  in  fee  in  such 
property,  (ii)  a  leasehold  interest  in  such 
property  extending  or  renewable  auto- 
maticidly  for  a  p^iod  of  at  least  30  years, 
or  at  least  10  years  beyond  the  date 
scheduled  for  the  final  payment  on  a  loan 
secured  by  an  interest  in  such  property, 
(iii)  a  leasehold  Interest  in  property  de¬ 
scribed  in  paragraph  (d)  (7)  (i)  of  this 
section  (relating  to  certain  home  loans) 
extending  for  a  period  of  at  least  two 
years  beyond  the  date  scheduled  for  the 
final  payment  on  a  loan  seemed  by  an 
interest  in  such  property  or  (iv)  a  lease¬ 
hold  interest  in  such  property  held  sub¬ 
ject  to  a  redeemable  ground  rent  defined 
in  section  1055(c). 

(4)  Real  property.  The  term  “real 
property”  means  any  property  which, 
under  the  law  of  the  jurisdiction  in 
which  such  property  is  sittlated,  consti¬ 
tutes  real  property. 

(5)  Improved  real  property.  The  term 
“improved  real  property”  means — 

(i)  Land  on  which  is  located  any  build¬ 
ing  of  a  permanent  nature  (such  as  a 
house,  apartment  house,  office  building, 
hospital,  shopping  center,  warehouse, 
garage,  or  other  similar  permanent 
structure),  provided  that  the  value  of 
such  building  is  substantisd  in  relation 
to  the  value  of  such  land; 

(ii)  Any  building  lot  or  site  which,  by 
reason  of  installations  and  improvements 
that  have  been  completed  in  keeping  with 
applicable  governmental '  requirements 
and  with  general  practice  in  the  com¬ 
munity,  is  a  building  lot  or  site  ready 
for  the  construction  of  any  building  of 
a  permanent  nature  within  the  meaning 
or  subdivision  (i)  of  this  subparagraph; 

(ifi)  Real  property  which,  because  of 
us  state  of  improvement,  produces  siiffi- 


cient  inemne  to  maintain  such  real  prop¬ 
erty  smd  r^ire  the  loan  in  accordance 
with  the  terms  tho’eof. 

(6)  Construction  loan.  The  term 
“construction  loan”  means  a  loan,  the 
proceeds  of  which  are  to  be' disbursed  to 
the  borrower  (either  lyy  the  association 
or  a  third  party)  as  construction  work 
progresses  on  real,  property  which  is 
security  for  the  loan,  which  property  is, 
or  from  the  proceeds  of  such  loan  will 
become.  Improved  real  property. 

(7)  Improvement  loan.  The  term 
“improvement  loan"  means  a  loan  which, 
by  its  terms  and  conditions,  requires  that 
the  proceeds  of  the  loan  be  used  for 
altering,  repairing,  or  improving  real 
property.  If  more  than  85  percent  of 
the  proceeds  of  a  single  loan  are  to  be 
used  for  such  piuposes,  the  entire  loan 
will  qualify.  If  85  percent  or  less  of  the 
proceeds  of  a  loan  are  to  be  used  for  such 
purposes,  an  allocation  of  its  adjusted 
basis  is  required.  Examples  of  loans 
which  constitute  improvement  loans  are 
loans  made  for  the  purpose  of  painting 
a  house,  adding  a  new  room  to  a  house, 
remodeling  the  lobby  of  an  apartment 
building,  and  purchasing  and  installing 
storm  windows,  storm  doors,  and  awn¬ 
ings.  Examples  of  loans  which  do  not 
constitute  improvement  loans  are  loans 
made  for  the  purpose  of  purchasing 
draperies,  and  removable  appliances, 
such  as  refrigerators,  ranges,  and  wash¬ 
ing  machines.  It  is  not  necessary  that 
a  loan  be  secured  by  the  real  property 
which  is  altered,  repaired,  or  improved. 

(8)  Residential  real  property.  The 
term  “residential  real  property”  means 
real  property  which  consists  of  one  or 
more  family  units.  A  family  unit  is  a 
building  or  portion  thereof  which  con¬ 
tains  complete  living  facilities  which  are 
to  be  used  on  other  than  a  transient  basis 
by  only  one  family  consisting  of  one  or 
more  persons.  Thus,  an  apartment 
which  is  to  be  used  on  other  than  a 
transient  basis  by  one  family,  which  con¬ 
tains  complete  facilities  for  living,  sleep¬ 
ing,  eating,  cooking,  and  sanitation  con¬ 
stitutes  a  family  unit.  Hotels,  motels, 
dormitories,  fraternity  and  sorority 
houses,  rooming  houses,  hospitals,  sani¬ 
tariums.  rest  homes,  and  parks  and 
courts  for  mobile  homes  do  not  normally 
constitute  residential  real  property. 

(k)  Amount  and  character  of  loans — 

(1)  Treatment  at  time  of  determina¬ 
tion — (i)  In  general.  The  amount  of  a 
loan,  as  of  the  time  the  determination 
required  by  subparagraph  (3)  of  this 
paragraph  is  made,  shall  be  treated  for 
the  purposes  of  this  section  as  being 
secured: 

(a) '  First  by  the  portion  of  property. 
If  any,  defined  in  subparagraph  (6) ,  (7) , 
or  (8)  of  paragraph  (d)  of  this  section 
to  the  extent  of  the  loan  value  thereof; 

(b)  Next  by  the  portion  of  property. 
If  any,  defined  in  subparagraph  (9)  of 
paragraph  (d)  of  this  section  to  the  ex¬ 
tent  of  the  loan  value  thereof;  and 

Kc)  Next  by  the  portion  of  property, 
if  any,  defined  in  subparagraph  (10)  of 
paragraph  (d)  of  this  section  to  the 
extent  of  the  loan  value  thereof. 

To  the  extent  that  the  amount  of  a  loan 
exceeds  the  amoimt  treated  as  being  se¬ 
cured  by  property  defined  in  subpara¬ 


graphs  (6)  through  (10)  of  paragraph 
(d)  of  this  section,  such  loan  shall  be 
treated  as  pre^rty  not  defined  in  para¬ 
graph  (d)  of  this  section.  If  the  loan 
value  of  any  one  category  of  property 
defined  in  paragraph  (d)  of  this  section 
exceeds  85  percent  of  the  amount  of  the 
loan  for  which  it  is  security  then  the 
entire  loan  shall  be  treated  as  a  loan 
secured  by  such  property. 

(ii)  Loans  of  $40,000  or  less.  Notwith¬ 
standing  the  provisions  of  subdivision  (1) 
of  this  subparagraph,  in  the  case  of  loans 
amounting  to  $40,000  or  less  as  of  the 
time  of  a  determination,  made  on  the 
security  of  property  which  is  a  combina¬ 
tion  of  two  or  more  categories  or  prop¬ 
erty  defined  in  subparagraph  (6)  through 
(10)  of  paragraph  (d)  of  this  section, 
all  such  loans  for  any  taxable  year  may, 
at  the  option  of  the  association,  be  treat¬ 
ed  for  the  purposes  of  this  section  as 
being  secured  by  the  category  of  property 
the  loan  value  of  which  constitutes  the 
largest  percentage  of  the  total  loan  value 
of  the  property  except  to  the  extent  that 
the  loan  is  treated  as  property  not  de¬ 
fined  in  paragraph  (d)  of  this  section. 

(iii)  Home  loans  of  $20,000  or  less. 
Notwithstanding  the  provisions  of  sub¬ 
divisions  (i)  and  (ii)  of  this  subpara¬ 
graph,  if  a  loan  amounting  to  $20,000 
or  less  as  (rf  the  time  of  a  determination, 
is  secured  partly  by  property  of  a  cate¬ 
gory  described  in  subparagraph  (7)  of 
paragraph  (d)  of  this  section  (relating 
to  a  home  loan) .  the  amount  of  the  loan 
shall,  for  the  purposes  of  this  section, 
be  treated  as  a  loan  described  in  such 
subparagraph  except  to  the  extent  that 
the  loan  is  treated  as  property  not  de¬ 
fined  in  paragraph  (d)  of  this  section. 

(2)  Treatment  subsequent  to  time  of 
determination.  The  amount  of  a  loan 
outstanding  as  of  any  time  subsequent 
to  the  time  of  a  determination  shall  be 
treated,  for  the  purposes  of  this  section, 
as  being  secured  by  each  of  the  cate¬ 
gories  of  property  in  the  same  ratio 
that  the  amount  which  was  treated  as 
being  secured  by  each  category  bore  to 
the  total  amount  of  the  loan  at  the  time 
as  of  which  the  determination  was  last 
made  with  respect  to  such  loan. 

(3)  Time  of  determination — (i)  In 
general.  The  determination  of  the 
amount  of  a  loan  which  is  treated  as 
being  secured  by  each  of  the  categories 
of  property  shall  be  made : 

(a)  As  of  the  time  a  loan  is  made; 

(b)  As  of  the  time  a  loan  is  increased; 

(c)  As  of  the  time  any  portion  of  the 
prc4>erty  which  was  security  for  the  loan 
is  released;  and 

id)  As  of  any  time  required  by  appli¬ 
cable  Federal  or  State  regulatory  author¬ 
ities  for  reappraisal  or  reanalysis  of  such 
loans. 

(ii)  Special  rule.  In  the  case  of  loans 
outstanding  with  respect  to  which  no 
event  described  in  subdivision  (i)  of  this 
subparagraph  has  occurred  in  a  taxable 
year  beginning  on  or  after  October  17, 
1962,  the  determination  of  the  amounts 
of  such  loans  which  are  treated  as  being 
secured  by  each  of  the  categories  of  prop¬ 
erty  may  be  made,  at  the  option  of  the 
association,  as  of  the  close  of  the  first 
taxable  year  beginning  on  or  after  such 
date,  providing  the  determinations  with 
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rapect  to  all  such  loans  are  made  as  of 
such  date. 

(4)  Loan  value.  The  loan  value  at 
property  which  is  security  for  a  loan  is 
the  maximum  amount  at  the  time  as  of 
which  the  determinaticm  is  made  which 
the  association  is  permitted  to  lend  on 
such  property  under  the  rules  and  regu^ 
lidions  of  ai^licable  Federal  and  State 
regulatory  authorities.  Such  loan  value 
shall  not  exceed  the  fair  market  value  of 
such  property  at  such  time  as  deter¬ 
mined  under  such  rules  and  regulations. 

"  However,  in  the  case  of  loans  made  inci¬ 
dentally  with  and  as  a  part  of  a  bona 
fide  salvage  operation,  the  loan  value 
of  the  security  property  shall  be  con¬ 
sidered  to  be  the  face  amount  of  the 
loan  where  the  loan  can  be  shown  by 
the  association  to  have  been  made  for 
the  primary  purpose  of  recovering  the 
investment  of  the  association,  and  where 
such  salvage  operation  is  in  conformity 
with  rules  and  regulations  of  applicable 
Federal  or  State  regulatory  authorities. 

(5)  Examples.  The  following  ex¬ 
amples,  in  each  of  which  it  is  assumed 
that  X  Savings  and  Loan  Association 
flies  its  return  on  a  calendar  year  basis, 
illustrate  the  application  of  the  rules  in 
this  paragraph: 

-  Example  (i).  On  July  1.  1963.  X  makes 
a  single  loan  of  $1,000',000  to  M  Corporation 
which  loan  is  secured  by  real  property  which 
is  a  combination  of  homes,  apartments,  and 
stores.  As  of  the  time  the  loan  is  made  X 
determines  that  the  loan  values  of  the  cate¬ 
gories  of  property  are  as  follows: 

category  of  pr(^>erty:  Loan  value 

Home  _ _  $400,000 

Multifamily  .  420, 000 

Nonresidentlal  real  property _  240,000 


Total .  1.060.000 

As  of  the  time  the  loan  is  made,  therefore, 
the  $1,000,000  loan  is  treated  under  subpara- 
gn4>h  (l)(i)  of  this  paragraph  as  being 
secured  as  foUows: 


1 

Category  of  loan  I 

i 

1  Amount  1 
of  loan 

j  Percentage 
of  total 

Home  loan.. . 

$400,000 

40 

MultUamUy  loan . . 

420,000 

42 

Nonresldential  real  x>roperty 
loan . 

180,000 

18 

Total . 

1,000,000 

100 

Assuming  that  the  $1,000,000  loan  to  M  was 
reduced  to  $900,000  as  of  the  close  of  1963. 
that  there  were  no  increases  in  the  amount 
of  the  loan  and  no  releases  of  property  which 
was  se<nirity  for  the  loan,  and  that  there 
was  no  regulatory  requirement  to  reappraise 
or  reanalyze  the  loan,  such  loan  will  be  con¬ 
sidered  iinder  subparagraph  (2)' of  this  para¬ 
graph  to  be  secured,  as  of  the  close  of  1963, 
as  follows: 


Category 

Percentage  i 
ae  of  last 
detennlna- 
tioo 

July  1,1068 

j 

Amount  as  of 

Dec.  81,  1063 

Home . . 

1  M 

$860,000  (40%X$000,000) 
878,000  (4^X1000,000) 

MultifamUy.... 

Nonreddential 

43 

real  property.. 

U 

162,000  (18%XI800,000) 

Total _ 

100 

000,000 

RULES  AND  REGULATIONS 

Example  (2).  X  makes  a  loan  of  $40,000 
secured  by  a  building  which  contains  a  store 
on  the  first  fioor  and  four  family  units  on 
the  upper  fioors.  The  loan  value  of  the  part 
of  the  building  used  as  a  store  is  $21,000  And 
the  loan  value  of  the  residential  portion  is 
$23,000.  Tlie  loan  will  be  treated  under  sub¬ 
division  (1)  of  subparagraph  (1)  of  this  para¬ 
graph  as  a  loan  secured  by  residential  real 
property  containing  four  or  fewer  family 
tmlts  to  the  extent  of  $23,000,  and  by  non- 
residenUal  property  to  the  extent  of  $17,000. 
as  of  the  time  the  loan  is  made.  However,  if 
X  exercises  the  caption  to  treat  all  loans  of 
$40,000  or  less  in  accordance  with  subdivision 
(ii)  of  subparagraph  (1)  of  this  paragraph, 
this  loan  would  be  treated  as  a  home  loan  to 
the  extent  of  the  full  $40,000  because  the  loan 
value  of  the  residential  portion  is  larger 
than  the  loan  value  of  the  nonresidentlal 
part. 

(1)  Computation  of  percentages — (1) 
In  general.  The  percentages  specifled  in 
paragraphs  (d)  through  (h)  of  this  sec¬ 
tion  shall,  except  as  provided  in  sub- 
paragraph  (3)  of  this  paragraph,  be  com¬ 
puted  by  comparing  the  amount  of  the 
assets  described  in  each  paragraph  as  of 
the  close  of  the  taxable  year  with  the 
total  amount  of  assets  as  of  the  close  of 
the  taxable  year.  The  amount  of  the 
assets  in  any  category  and  the  total 
amount  of  assets  shall  be  determined 
with  reference  to  their  adjusted  basis 
under  S  1.1011-1,  or  by  such  other 
method  as  is  in  accordance  with  sound 
accounting  principles,  provided  such 
method  is  used  in  vsduing  all  tbe  assets 
in  a  taxable  year. 

(2)  Treatment  of  certain  assets  and 
reserves.  For  purposes  of  this  para¬ 
graph: 

(i)  Reserves  for  bad  debts  established 
pursuant  to  section  593,  or  corresponding 
provisions  of  prior  law,  and  the  regula¬ 
tions  thereunder  shall  not  constitute  a 
reduction  of  total  assets,  but  shall  be 
treated  as  a  surplus  or  net  worth  item. 

(ii)  The  adjusted  basis  of  a  “loan  in 
process”  does  not  include  the  un¬ 
advanced  portion  of  such  loan. 

(iii)  Advances  made  by  the  associa¬ 
tion  for  taxes,  insurance,  etc.,  on  loans 
shall  be  treated  as  being  in  the  same 
category  as  the  loan  with  respect  to 
which  the  advances  are  made  (irrespec¬ 
tive  of  whether  the  advances  are  se¬ 
cured  by  the  property  securing  the  loan) . 

(iv)  Interest  receivable  included  in 
gross  income  shall  be  treated  as  being 
in  the  same  category  as  the  loan  or  asset 
with  respect  to  which  it  is  earned. 

(v)  The  unamortized  portion  of  pre¬ 
miums  paid  on  mortgage  loans  acquired 
by  the  association  shall  be  considered 
part  of  the  acquisition  cost  of  such  loans. 

(Vi)  Prepaid  Federal  Savings  and 
Loan  Insurance  Corporation  premiums 
shall  be  treated  as  being  governmental 
obligations  defined  in  paragraph  (d)  (3) 
of  this  section. 

(vii)  Accoimts  receivable  (other  than 
accrued  interest  receivable),  and  pre¬ 
paid  expenses  and  deferred  charges  other 
than  those  referred  to  in  subdivision  (v) 
or  (vi)  of  this  subparagraph,  shall  be  dis¬ 
regarded  both  as  separate  categories  and 
in  the  computation  of  total  assets. 

(viii)  Foreclosed  property  (as  defined 
in  paragraph  (J)(l)  of  this  section) 


shall  be  treated  as  having  the  same  char¬ 
acter  as  the  loan  for  which  it  was  given 
as  security. 

(3)  AUemative  method.  At  the  op¬ 
tion  of  the  taxpayer,  the  percentages 
specifled  in  paragraphs  (d)  through 
(h)  of  this  section  may  be  computed 

yon  the  basis  of  the  average  assets  out¬ 
standing  during  the  taxable  year.  Such 
average  shall  be  determined  by  making 
the  computation  provided  in  subpara¬ 
graph  (1)  of  this  paragraph  either  as 
of  the  close  of  each  month,  as  of  the 
close  of  each  quarter,  or  semiannually 
during  the  taxable  year  and  by  using  the 
yearly  average  of  the  monthly,  quarterly, 
or  semiannual  percentages  obtained  for 
each  category.  The  method  selected 
must  be  applied  uniformly  for  the  tax-  I 
able  year  to  all  categories  of  assete,  but 
the  method  may  be  changed  from  year 
to  year. 

(4)  Acquisition  of  certain  assets.  For 
the  purpose  of  the  annual  computation 
of  percentages  under  subparagraph  (1) 
of  this  paragraph — 

(1)  Assets  which,  within  a  60-day 
period  beginning  in  one  taxable  year  of 
the  taxpayer  and  ending  in  the  next  year, 
are  acquired  directly  or  Indirectly 
through  borrowing  and  then  repaid  or 
disposed  of  within  such  period,  shall  be 
considered  assets  other  than  those  de¬ 
fined  in. paragraph  (d)  of  this  section, 
unless  both  the  acquisition  and  dis¬ 
position  are  established  to  the  satisfac¬ 
tion  of  the  district  director  to  have  been 
for  bona  fide  piuposes:  and 

(ii)  The  amount  of  cash  shall  not  in¬ 
clude  amounts  received  directly  or  indi¬ 
rectly  from  another  financial  institution 
(other  than  a  Federal  Home  Loan  Bank 
or  a  similar  institution  organized  under 
State  law)  to  the  extent  of  the  amount 
of  cash  which  an  association  has  on  de¬ 
posit  or  holds  as  a  withdrawable  account 
in  such  other  financial  institution. 

(5)  Reporting  requirements.  In  the 
case  of  income  tax  returns  for  taxable 
years  ending  after  October  31, 1964,  there 
shall  be  filed  with  the  retinm  a  statement 
showing  the  amount  of  assets  as  of  the 
close  of  the  taxable  year  in  each  of  the 
categories  defined  in  paragraph  (d) ,  and 
in  the  category  described  in  paragraph 
(h)  of  this  section,  and  a  brief  descrip¬ 
tion  and  amount  of  all  other  assets.  If 
the  alternative  method  of  computing  per¬ 
centages  under  subparagraph  (3)  of  this 
paragraph  is  selected,  such  statement 
shall  show  such  information  as  of  the 
end  of  each  month,  each  quarter,  or 
semiannually  and  the  maimer  of  calcu- 
.lating  the  averages.  With  respect  to 
taxable  years  beginning  after  October 
16,  1962,  and  ending  before  November  1, 
1964,  taxpayers  shall  maintain  adequate 
records  to  establish  to  the  satisfaction  of 
the  district  director  tiiat  it  meets  the 
various  assets  tests  specifled  in  this 
section. 

(6)  Example.  The  principles  of  this 
paragraph  may  be  Illustrated  by  the  fol¬ 
lowing  example  in  which  a  description  of 
the  assets,  the  subparagraph  of  para¬ 
graph  (d)  in  which  the  assets  are  de¬ 
fined,  the  amount  of  the  assets,  and  t^ 
percentage  of  the  total  assets  Included 
in  the  calculation  are  set  forth. 
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Item 


Described  in 
peragraph 
(d),  sob- 
paragraph 


Amoont 


Percentage 


Casb _ 

Oovernmental  obligations  > - - - 

Deposit  insurance  company  securities... 
Loans  outstanding:  * 

Home _ 

Cburcb _ 

MultifiunUy . .' - 

Nonresidential  real  property - 

Passbook - 

Other . 

Fixed  assets  (less  depreciation  reserves): 
Used  in  the  association's  business... 

Rented  to  others . . 

Land  held  for  investment _ _ 


iS 

(4) 

(7) 

•8i 

(10) 

(6) 


(6) 


13.  Total  assets  included  for  purposes  of  this  paragraph. 


14.  Accounts  receivable . . . . . . — 

16.  Prepaid  e^nses  (other  than  prepaid  FSLIC  premiums), 
le!  Deferred  cf 


17. 


Total  assets.. 


$1.00(1,000 
8,000,000 
1, 000,000 

60,000,000 

1,000,000 

20,000,000 

6,000,000 

1,000,060 

2,000,000 

1,000,000 

600,000 

600,000 


1 

8 

1 

60 

1 

20 

6 

1 

2 


.5 

.5 


100.0% 


100,000,000 


100, 000  (disregarded) 
1,000,000  (disregarded) 
1,000,000  (disregarded) 


102,100,000 


>  Prepaid  FSLIC  premiums  treated  as  governmental  oblirations. 

>  Not  including  unadvanced  portion  of  loans  in  process,  but  including  interest  receivable  and  advances  with  re¬ 
aped  to  loans. 

The  computation  of  the  percentages  of  aesete  in  the  various  categories  for  the  purpose  of 
determining  whether  the  percentage  of  assets  tests  in  the  paragraphs  in  this  section  are  met 
as  of  the  close  of  the  year  are  as  follows : 


Test  and 
paragraph 

90  percent  test  (d) 
18  percent  test  (e) 
36  percent  test  (f) 
3  percent  test  (h) 


Items  considered 
the  sum  of  items  1  through  8  and  10 
item  18  (total  included  asset^ 
the  sum  items  7,  9,  11,  and  12 
item  18  (total  included  asset^ 
the  sum  of  items  6,  7,  9,  11,  and  12 
item  IS  (total  included  assets) 

0 

item  13  (total  included  assets) 


Percentage 
=97  percent 

=  8  percent 

=28  percent 

=0  percent 


At  the  option  of  the  association,  the  com¬ 
putations  listed  above  could  have  been  made 
as  of  the  close  of  each  month,  each  quarter, 
or  semiannually,  and  averaged  for  tiie  entire 
year. 

(m)  Taxable  years  beginning  before 
October  17,  1962.  For  taxable  years  be¬ 
ginning  before  October  17, 1962,  the  term 
“domestic  building  and  loan  association*’ 
means  a  domestic  building  and  loan  as¬ 
sociation,  a  domesUc  savings  and  loan 
association,  and  a  Federal  savings  and 
loan  association  substantially  all  the 
business  of  which  is  confined  to  making 
loans  to  members. 

§  301.7701—14  Cooperative  bank. 

For  taxable  years  beginning  after  Oc¬ 
tober  16,  1962,  the  term  “cooperative 
bank”  means  an  institution  without  capi¬ 
tal  stock  organized  and  operated  for 
mutual  purposes  without  profit  which 
meets  the  supervisory  test,  the  business 
operations  test,  and  the  vsulous  assets 
tests  specified  in  paragraphs  (d)  through 
(h)  of  §  301.7701-13,  employing  the  rules 
and  definitions  of  paragraphs  (J) 
through  (1)  of  that  section.  In  apphring 
paragraphs  (b)  through  (1)  of  such  sec¬ 
tion  any  references  to  an  “association** 
or  to  a  “domestic  building  ^nd  inan  as¬ 
sociation”  shall  be  deraied  to  be  a  refer¬ 
ence  to  a  cooperative  bank. 


(Sec.  7805  of  the  Internal  Revenue  Code  of 
1964  (68A  Stat.  917;  26  UJS.O.  7805) ) 

[seal]  Bertrand  M.  Harding, 

Acting  Commissioner 
of  Internal  Revenue. 

Approved:  October  29, 1964. 

Stanley  S.  Surrey, 

Assistant  Secretary 
of  the  Treasury. 

[Fit.  Doc.  64-11168;  FUed,  Oct.  30,  1964; 
8:50  am.] 


Title  41— PUBLIC  CONTRACTS 

Chapter  11 — Coast  Guard,  Depart¬ 
ment  of  the  Treasury 

[CGFR  64-62] 

PART  11-2— PROCUREMENT  BY 
FORMAL  ADVERTISING 

Subpart  1 1-2.2— Solicitation  of  Bids 

Preparation  of  Invitations  for  Bids 

Pursuant  to  authority  vested  in  me  as 
C(»nmandant,  United  States  Coast  Guard 
by  Treasury  Department  Order  167-17 
(20  FJl.  4976)  and  Treasury  Depart¬ 
ment  Order  167-50  (28  FJl.  530), 
8  ll-2.201(a)  (54)  is  revised  to  read  as 
follows: 


§  11—2.201  Preparation  of  invitations 
for  bids. 

(a)  •  •  • 

(54)  Item  identification  requirements. 
Invitations  for  bids  (IFB)  for  the  pro¬ 
curement  of  equipment  or  materials  for 
stock  which  have  not  previously  been  as¬ 
signed  a  Federal  Stock  Number  will  pro¬ 
vide  that: 

The  contractor  shall  prepare  and  furnish 
to  the  contracting  officer.  Item  Identifications 
based  on  Federal  Description  Patterns  for 
each  item  set  forth  below  in  accordance  with 
Standard  Guides  for  Preparation  of  Item 
Identifications  by  Government  Supplier 

(Federal  Standard  No.  5a)  - -  (list 

each  item  of  the  IFB  requiring  identifi¬ 
cation)  . 

Upon  receipt  of  identification  data,  the 
contracting  officer  will  forward  same  to 
the  Commandant  (FS-4)  for  obtaining 
a  Federal  Stock  Number. 

•  *  *  •  • 

(14  U.S.C.  633,  10  U.S.C.  Ch.  137) 

Dated:  October  21,  1964. 

[seal]  W.  D.  Shields, 

Vice  Admiral,  U.S.  Coast  Gtuird, 
Acting  Commandant. 

[Fit.  Doc.  64-11123;  FUed.  Oct.  30,  1964; 

8:49  a.m.l 


Title  49— TRANSPORTATION 

Chapter  I — Interstate  Commerce 
Commission 

[No.  34398] 

PART  131— UNITED  STATES  SAFETY 
APPLIANCE  STANDARDS  (RAIL¬ 
ROAD) 

New  Classification  for  Hy-Cube  Cars 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission.  Division  3.  held  at  its 
office  in  Washington,  D.C.,  this  26th  day 
of  October  AD.  1964. 

It  appearing,  that  no  exceptions  hav¬ 
ing  been  filed  to  an  examiner’s  recom¬ 
mended  report  and  order  promulgating 
a  new  classification  and  standards  for  a 
new  tsrpe  railroad  car  commonly  known 
as  a  “I^-Cube”  car  the  report  and  order 
became  a  report  and  order  of  the  Com¬ 
mission  by  operation  of  law  upon  ex¬ 
piration  of  the  exception  period  effective 
October  22, 1964: 

It  further  appearing,  that  while  it  is 
clear  that  the  prescribed  standards  are 
effective  on  and  after  October  22,  1964, 
a  question  has  been  raised  regarding  the 
retroactive  applicability  of  such  stand¬ 
ards  to  such  cars  under  construction 
prior  to  October  22,  1964,  and  placed  in 
service  thereafter  some  of  which  are 
equipped  with  running  boards  or  other¬ 
wise  do  not  comply  in  all  details  with 
the  standards  prescribed  by  the  order 
of  October  22, 1964; 

And  it  further  appearing,  that  a  need 
has  been  shown  for  a  clarification  of  the 
applicability  of  the  standards  prescribed 
by  the  order  effective  October  22,  1964, 
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and  to  remove  all  uncertainty  as  to  the 
retroactive  effect  of  said  order: 

Jt  is  ordered:  That  the  order  of  Octo¬ 
ber  22.  1964.  be.  and  it  is  hereby  inter¬ 
preted  to  prescribe  standards  for  future 
“Hy-Oube”  cars  and  Is  not  intended  to 
apply  to  such  cars  already  in  service  prior 
to  October  22.  1964.  nor  to  such  cars 
under  construction  prior  thereto  but 
placed  in  service  before  November  23. 
1964:  ' 

And  it  is  further  ordered,  That.“Hy- 
Cube”  cars  under  construction  before  the 
effective  date  of  said  order  may  be  placed 
in  service  after  October  22.  1964  without 
compliance  with  the  standards  prescribed 
by  the  said  order  of  October  22.  1964. 
provided  they  are  placed  in  service  on  or 
before  November  23,  1964,  and  are  in 
compliance  with  all  other^  applicable 
standards  prescribed  by  the  Commission. 

Notice  of  this  order  is  being  given  to 
the  general  public  by  depositing  a  copy 
thereof  in  the  office  of  the  Secretary  of 
the  Interstate  Commerce  Commission  at 
Washington.  D.C..  and  by  filing  it  with 
the  Director,  Office  of  the  Federal  Reg¬ 
ister. 

By  the  Commission,  Division  3. 

[seal]  Harold  D.  McCot, 

Secretary, 

[FJH.  DOC.  64-11116;  FUed.  Oct.  30,  1964; 

8:47  ajn.] 


Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I— bureau  of  Sport  Fisheries 
and  Wildlife,  Fish  and  Wildlife 
Service,  Department  of  the  Interior 

PART  32— HUNTING 

Crab  Orchard  National  Wildlife 
Refuge,  Illinois 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register. 

§  32.S2  Special  regulations;  big  game; 
for  in^vidual  wildlife  refuge  areas. 

Illinois 

CRAB  ORCHARD  NATIONAL  WILDLIFE  REFUGE 

The  public  hunting  of  deer  on  the  Crab 
Orchard  National  Wildlife  Refuge  on  an 
area  designated  by  signs  as  open  to  hunt¬ 
ing  Is  permitted  with  bow  and  arrow  from 
one-half  hour  before  sunrise  to  one-half 
hour  before  sunset  daily  from  October  1, 
1964  through  November  15,  1964,  and 
from  one-half  hour  before  sunrise  until 
one-half  hour  before  sunset  November 
24,  1964  through  December  31,  1964,  ex¬ 
cept  that  deer  may  not  be  taken  with 
bow  and  arrow  from  November  30,  1964 
through  December  6,  1964.  Shot  gun 


himting  of  deer  is  permitted  from  6:00 

а. m.  to  4:00  pjn.,  c.s.t.,  on  November  20, 
November  21,  and  November  22. 1964,  and 
Deconber  4.  December  5.  and  December 

б,  1964.  The  open  area  comprising  9,380 
acres  is  delineated  on  maps  available  at 
refuge  headquarters  and  from  the 
Regional  Director,  Bureau  of  Sport  Fish¬ 
eries  and  Wildlife,  1006  West  Lake  Street, 
Minneiq)olis,  Minn.,  55408.  Hunting 
shall  be  in  accordance  with  all  applicable 
State  and  Federal  regulations  covering 
the  hunting  of  deer. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
-govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32,  and 
are  effective  through  December  31,  1964. 

Urban  C.  Nelson. 
Acting  Regional  Director,  Bu¬ 
reau  of  Sport  Fisheries  and 
WOdUfe. 

October  26, 1964. 

(FH.  Doc.  64-11106;  FUed,  Oct.  SO,  1964; 
8:46  ajn.] 


PART  32— HUNTING 

Shiawasse*  National  Wildlife  Refuge, 
Michigan 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register.  ^ 

§  32.32  Special  regulations;  big  game; 
for  individual  wildlife  refuge  areas. 

Michigan 

SHIAWASSEE  NATIONAL  WILDLIFE  REFUGE 

Public  himting  of  deer  on  the  Shia¬ 
wassee  National  Wildlife  Refuge  is  per¬ 
mitted  from  6:00  am.  to  7:00  pm.  each 
day  from  November  15,  1964,  through 
November  30, 1964,  only  on  the  area  des¬ 
ignated  by  s^ns  as  open  to  hunting. 
This  open  area,  comprising  3,000  acres, 
is  delineated  on  a  map  available  at  the 
'  refuge  headquarters,  Saginaw,  Michigan 
and  from  the  Regional  Director,  Bureau 
of  Sport  Fisheries  and  Wildlife.  1006 
West  Lake  Street,  Minneapolis,  Minn., 
55408.  Hunting  shall  be  in  accordance 
with  all  applicable  State  regulations  cov¬ 
ering  the  hunting  of  deer.  The  pro¬ 
visions  of  liiis  special  regulation  supple¬ 
ment  the  regulations  which  govern  hunt¬ 
ing  on  wildlife  refuge  areas  generally, 
which  are  set  forth  in  Title  50,  Code  of 
Federal  Regulations,  Part  32  and  are 
effective  through  November  30, 1964. 

Urban  C.  Nelson, 
Acting  Regional  Director,  Bu¬ 
reau  of  Sport  Fisheries  and 
Wildlife. 

October  26,  1964. 

IFJ».  Doe.  84-11109;  Filed,  Oct.  80,  1964; 

8:46  am.] 


Proposed  Rule  Making 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  984  1 

WALNUTS  GROWN  IN  CALIFORNIA, 
OREGON,  AND  WASHINGTON 

Notice  of  Proposed  Rule  Making 

Notice  Is  hereby  given  of  a  proposal 
to  amend  §  984.437  (29  FJi.  175)  of  Sub¬ 
part— Administrative  Rules  and  Regula¬ 
tions  currently  in  effect  under  amended 
Marketing  Agreement  No.  105  and  Order 
No.  984  (7  CFR  Part  984) ,  regulating  the 
handling  of  walnuts  grown  in  California, 
Oregon,  and  Washington,  effective  un¬ 
der  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  UJS.C. 
601-674) .  The  proposal  is  based  on  the 
recommendation  of  the  Walnut  Control 
Board  and  other  available  information. 

Consideration  will  be  given  to  any  writ¬ 
ten  data,  views,  and  arguments  pertain¬ 
ing  to  the  proposal  which  are  received  by 
the  Hearing  Clerk,  U.S.  Department  of 
Agriculture,  Room  112,  Administration 
Building,  Washington,  D.C.,  20250,  not 
later  than  fifteen  days  after  publication 
of  this  notice  in  the  Federal  Register. 
All  written  submissions  made  pursuant 
to  this  notice  should  be  in  quadruplicate 
and  will  be  made  available  for  public  in¬ 
spection  at  the  office  of  the  Hearing 
Clerk  during  regular  business  hours  (7 
CFR  1.27(b)). 

The  proposal  is  to  prescribe  in 
§  984.437  the  following  method  for  pro¬ 
posing  names  of  additional  candidates 
to  be  Included  on  the  Oregon-Washlng- 
ton  grower’s  nomination  ballot. 

Any  ten  or  more  growers,  whose  or¬ 
chards  are  located  in  Oregon  or  Wash¬ 
ington,  and  who  marketed  an  aggregate 
of  50  or  more  tons  of  walnuts  in  the  pre¬ 
ceding  marketing  year,  may  petition  the 
Board  not  later  than  March  15  of  any 
nomination  year  (on  a  form  provided  by 
the  Board)  to  include  on  the  ballot  the 
names  of  a  proposed  candidate  eligible 
to  serve  as  a  member  and  one  as  alter¬ 
nate  member  on  the  Board  to  represent 
the  group  specified  in  5  984.35(a)(8). 
The  names  proposed  by  such  growers 
shall  be  included  on  the  ballot. 

Dated:  October  28,  1964. 

Paul  A.  Nicholson, 
Deputy  Director, 
Fruit  and  Vegetable  Division. 

(PR.  Doc.  64-11136;  PUed,  Oct.  30,  1964; 
8:50  ajcn.] 

[  9  CFR  Part  201  1 

regulations  under  the  packers 
and  stockyards  act 

Bonding 

Notice  is  hereby  given  that,  pursuant 
TO  the  authority  contained  in  an  act  of 
Congress  approved  July  12, 1943  (7  U.S.C 


204) ,  and  in  section  407(a)  of  the  Pack¬ 
ers  and  Stockyards  Act  (7  UJS.C.  228 

(a) ) ,  the  Agricultural  Marketing  Service 
proposes  to  amend  §5  201.27  through 
201.34  (9  CFR  201.27-201.34)  of  the  regu¬ 
lations  under  the  Packers  and  Stock- 
yards  Act,  1921,  as  amended  (7  U.S.C. 
181  et  seq.) ,  concerning  general  bonding 
provisions  and  market  agency  and  dealer 
bonds. 

Statement  of  considerations.  On  Sep¬ 
tember  28,  1961,  there  was  published  in 
the  Federal  Register  (26  FJEt.  9136) 
a  notice  of  consideration  of  amendments 
to  the  registration  and  bonding  regula¬ 
tions  under  the  Packers  and  Stockyards 
Act.  Interested  persons  were  invited 
to  submit  proposals  or  comments  with 
respect  to  such  regulations.  It  was 
stated  in  the  publication  that  if  it  was 
proposed  after  consideration  of  all  sub¬ 
missions  and  comments,  and  considera¬ 
tion  of  all  other  relevant  matters,  that 
the  regulations  should  be  amended,  a 
notice  of  proposed  rule  making  would  be 
published  in  the  Federal  Register  set¬ 
ting  forth  any  specific  proposed  amend¬ 
ments. 

Numerous  written  recommendations 
have  been  received  and  it  is  now  pro¬ 
posed  that  various  amendments  be  made 
to  the  bonding  regulations.  The  pro¬ 
posed  regulations  have  been  discussed 
with  livestock  industry  groups  through¬ 
out  the  coimtry  and  represent  the  views 
and  recommendations  of  most  such 
groups  and  other  interested  persons 
with  whom  the  regulations  have  been 
discussed. 

Under  the  proposed  bonding  regula¬ 
tions,  the  amoimt  of  a  registrant’s  bond 
not  exceeding  $25,000  would  be  deter¬ 
mined' on  the  basis  of  the  multiple  of 
$2,000  above  the  average  amount  of  such 
registrant’s  business,  instead  of  $1,000; 
and  for  bonds  in  excess  of  $25,000,  the 
multiple  of  $5,000  would  be  used  in^ad 
of  $1,000.  The  proposed  regulations 
would  also  increase  to  $10,000  the  mini¬ 
mum  bond  for  market  agencies  selling 
livestock  on  a  commission  basis  or  pro¬ 
viding  clearing  services;  provide  for 
increasing  bonds  of  seasonal  operators; 
provide  for  exemption  from  bonding  of 
dealers  whose  business  does  not  exceed 
$100,000  per  annum;  clarify  condition 
clauses  in  market  agency  and  dealer 
bonds;  provide  for  bonds  without  trustees 
if  a  principal  so  desires;  and  simplify 
and  clarify  the  bonding  requirements  and 
procedures  under  the  Packers  and  Stock- 
yards  Act.  These  amendments  are  pro¬ 
posed  in  an  effort  to  modernize  and 
strengthen  the  bonding  provisions  of  the 
regulations  in  the  light  of  the  changing 
marketing  conditions  in  the  livestock 
industry.  At  the  same  time,  they  would 
reduce  unnecessary  expense  and  simplify 
the  procedures  for  maintaining  bonds, 
on  behalf  of  both  the  marketing  industry 
and  the  Government. 

It  Is  proposed  that  55  201.27  through 
201.34  of  the  regulations  under  the 


Packers  and  Stockyards  Act  be  amended 
to  read  as  follows ; 

General  Bonding  Provisions 

§  201.27  Underwriter;  equivalent  in  lieu 
of  bonds. 

(a)  The  surety  on  bonds  maintained 
under  the  regulations  in  this  part  shall 
be  a  surety  company  (1)  which  is  cur¬ 
rently  approved  by  the  UJ3.  Treasury 
Department  for  bonds  executed  to  the 
United  States,  and  (2)  which  has  not 
failed  or  refused  to  satisfy  its  legal  ob¬ 
ligations  under  bonds  issued  under  said 
regulations. 

(b)  A  bond  equivalent  may  be  filed 
or  maintained  in  lieu  of  a  bond.  A  bond 
equivalent  shall  be  in  the  form  of  a 
trust  fund  agreement  bstsed  upon  cash 
or  fully  negotiable  bonds  of  the  UJ3. 
Government.  The  provisions  of  §5  201.28 
through  201.38  shall  be  applicable  to 
such  trust  fund  agreements. 

§  201.28  Duplicates  of  bimds  or  equiv¬ 
alents  to  be  filed  with  Area  Super¬ 
visor. 

Fully  executed  duplicates  of  bonds  or 
trust  fund  agreements  maintained  under 
the  regulations  in  this  part,  and  dupli¬ 
cates  of  all  endorsements,  amendments, 
riders,  indwnnity  agreements  and  other 
attachments  thereto,  shall  be  filed  with 
the  Area  Supervisor  for  the  area  in 
which  the  registrant  or  licensee,  or  per¬ 
son  applying  for  registration  or  a  license 
resides,  or  in  the  case  of  a  corporation, 
where  the  corporation  has  its  home 
office:  Provided,  TTiat  if  such  registrant 
or  licensee  or  person  does  not  engage  in 
business  in  such  area,  the  foregoing 
documents  shall  be  filed  with  the  Area 
Supervisor  for  the  area  in  which  the 
registrant's  or  licensee’s  or  person’s 
principal  place  of  business  is  located. 

Market  Agency  and  Dealer  Bonds 

§  201.29  Market  agencies  and  dealers 
required  to  file  and  maintain  bonds. 

(a)  Every  market  agency  and  dealer, 
except  packer  buyers  registered  as  deal¬ 
ers  to  purchase  livestock  for  slaughter 
only  and  dealers  granted  an  exemption 
under  paragraph  (c)  of  this  section,  shall 
execute  and  maintain,  or  cause  to  be 
executed  and  maintained,  a  reasonable 
bond  to  secure  the  performance  of  obli¬ 
gations  incurred  as  such  market  agency 
or  dealer,  and  no  market  agency  or  dealer 
shall  conduct  his  operations  imless  there 
is  on  file  and  in  effect  a  bond  complying 
with  the  regulations  in  this  part. 

(b)  Any  person  registered,  or  applying 
for  registration,  as  both  a  market  agency 
selling  on  a  commission  basis  and  as  a 

.  dealer,  shall  file  and  maintain  separate 
bonds  to  cover  his  market  agency  and 
dealer  operations.  The  amoimt  of  each 
such  bond  shall  be  computed  on  the  basis 
of  the  volume  of  business  handled  in 
each  separate  capacity. 

(c) *  Any  dealer  whose  volume  of  pur¬ 
chases  of  livestock  is  less  than  $100,000 
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per  year  may  apply  to  the  Director  for 
an  exemption  from  the  requirements  of 
this  section.  Such  an  exemption  shall 
not  be  granted  if  such  dealer  has  issued 
insufllcient  funds  checks  in  pasrment  for 
livestock,  has  failed  to  pay  promptly  for 
hvestock,  or  has  a  high  volume  of  opera¬ 
tions  during  seasonal  periods.  Any  such 
exemption  authorized  by  the  Director 
may  be  terminated  or  revoked  by  him, 
upon  notice  in  writing  to  such  dealer, 
upon  the  grounds  that  such  dealer  has 
issued  insufllcient  funds  checks  in  pay¬ 
ment  for  livestock,  has  failed  to  pay 
promptly  for  livestock,  has  increased  his 
voliune  of  operations  to  over  $100,000 
per  year,  or  has  a  high  volume  of  opera¬ 
tions  during  seasonal  periods. 

(d)  Each  maricet  agency  and  dealer 
whose  buying  operations  are  cleared  by 
another  market  agency  shall  be  named 
as  clearee  in  the  bond  filed  and  main¬ 
tained  by  the  market  agency  registered 
to  provide  clearing  services.  Each  mar¬ 
ket  agency  selling  llvestodc  on  an  agency 
basis  shaU  file  and  maintain  its  own 
bond:  Provided:  That  any  market  agency 
selling  livestock  which  was  named  prior 
to  Septraiber  1,  1957,  as  clearee  in  the 
bond  filed  and  maintained  by  a  market 
agency  registered  to  provide  clearing 
services  may  continue  to  be  named  as  a 
clearee  in  the  bond  filed  by  such  market 
agency. 

§  201.30  Amoont  of  market  agency  and 
dealer  bonds. 

(a)  Except  as  hereinafter  otherwise 
provided,  the  amount  of  each  market 
agency  and  dealer  bond  shall  be  not  less 
than  the  nearest  multiple  of  two  thou¬ 
sand  dollars  ($2,000)  above  the  average 
amoimt  of  sales  and  purchases  of  live¬ 
stock  by  a  market  agency,  or  purchases 
of  livestock  by  a  dealer,  during  a  period 
equivalent  to  two  business  da3rs  based  on 
the  total  number  of  the  business  days, 
and  the  total  amount  of  such  transac¬ 
tions  in  the  preceding  12  months,  or  in 
such  substantial  part  thereof  in  which 
such  market  agency  or  dealer  did  busi¬ 
ness,  if  any:  Provided,  That  bonds  above 
$25,000  shall  be  not  less  than  the  nearest 
multiple  of  $5,000  above  the  average 
amount  of  sales  or  purchases  of  Uve- 
stock,  or  both,  1^  a  market  agency  or 
dealer  computed  as  set  out  in  this  sec¬ 
tion.  For  the  purpose  of  this  computa¬ 
tion,  260  shall  be  deemed  the  number  of 
business  days  in  any  year.  When  the 
principal  part  of  the  livestock  handled 
by  a  market  agency  selling  livestock  on 
a  commission  basis  is  sold  at  public  auc¬ 
tion.  the  amount  of  the  bond  shaU  be 
not  less  than  the  nearest  multiple  of 
two  thousand  dollars  ($2,000)  for  those 
bonds  of  $25,000  or  less  and  the  nearest 
multiple  of  $5,000  for  those  bonds  in 
excess  of  $25,000,  above  an  amount  de¬ 
termined  by  dividing  the  total  value  of 
the  livestock  sold  l^-the  market  agency 
during  the  preceding  12  months,  or  such 
substantial  part  thereof  as  the  market 
agency  was  engaged  in  business,  by  the 
actual  number  of  auction  sales  at  which 
livestock  was  sold  by  the  market  agency, 
but  in  no  instance  shall  the  divisor  be 
greater  than  130.  When  the  amount  of 
the  bond  for  any  market  agency  or  deal¬ 
er,  calculated  as  hereinbefore  specified, 
exceeds  $50,000,  the  amount  of  the  bond 


need  not  exceed  fifty  thousand  dollars 
($50,000)  plus  10  percent  of  the  excess, 
unless  the  Director  has  reason  to  believe 
a  bond  in  such  amount  to  be  inadequate 
pursuant  to  paragraph  (f )  of  this  section. 

(b)  In  no  case  shall  a  bond  covering 
the  buirlng  operations  of  a  market  agency 
or  dealer  be  less  than  five  thousand  dol¬ 
lars  ($5,000),  or  such  higher  amount  as 
may  be  required  to  comply  with  the  laws 
of  any  State. 

(c)  In  no  ease  shall  a  bond  covering 
the  selling  operations  of  a  market  agency 
be  less  than  ten  thousand  dollars 
($10,000) ,  or  such  higher  amount  as  may 
be  required  to  comply  with  the  laws  of 
any  State. 

(d)  In  no  ease  shall  the  amount  of 
bond  filed  by  a  market  agency  acting  in 
the  capacity  of  a  clearing  agency  be  less 
than  ten  thotisand  dollars  ($10,000),  or 
the  sum  of  the  bonds  computed  in  ac¬ 
cordance  with  this  section,  whichever  is 
greater :  Provided,  That  in  computing  the 
amount  of  such  bonds  the  provisions  of 
paragraph  (a)  of  this  section  relating  to 
the  maximum  amount  of  bonds  shall 
apply  to  the  aggregate  bond  so  deter¬ 
mined  rather  than  to  the  individual 
bonds  of  the  clearees. 

(e)  If  a  person  applying  for  registra¬ 

tion  as  a  market  agency  or  dealer  has 
been  engaged  in  the  business  of  handling 
livestock  in  such  capacity  prior  to  the 
date  of  the  application,  the  value  of  the 
livestock  so  handled,  if  representative  of 
his  future  operations,  shall  be  used  in 
computing  the  amount  of  bond.  If  the 
applicant  for  registration  is  a  successor 
in  business  to  a  registrant  formerly  sub¬ 
ject  to  these  regulations,  the  bond  of  such 
applicant  shall  be  in  an  amount  not  less 
than  that  required  of  the  prior  registrant, 
unless  otherwise  determined  by  the 
Director.  — 

(f )  Whenever  the  Director  has  reason 
to  believe  that  any  bond  filed  or  main¬ 
tained  under  the  regulations  in  this  Part 
is  inadequate  to  secure  the  performance 
of  the  obligations  of  the  market  agency 
or  dealer  covered  by  such  bond,  he  shall 
notify  the  market  agency  or  dealer  to 
adjust  such  bond  to  meet  the  require¬ 
ments  of  this  section  or,  if  such  bond  is 
inadequate  because  of  the  volume  of 
business  conducted  on  a  seasonal  or 
otherwise  irregular  basis,  to  meet  such 
requirements  as  may  be  determined  by 
the  Director  to  be  reasonable  based  upon 
such  seasonal  or  irregular  operation. 

§  201.31  Conditions  in  market  agency 
and  dealer  bonds. 

Each  market  agency  and  dealer  bond 
shall  contain  conditions  applicable  to  the 
activity  or  activities  in  which  the  person 
or  persons  named  as  principal  or  clearees 
in  the  bond  propose  to  engage,  which 
conditions  shall  be  as  follows  or  in  terms 
to  provide  equivalent  protection: 

(a)  When  the  vrincipal  sells  livestock 
for  the  account  of  others.  If  the  said 
principal  shall  pay  when  due  to  the  per¬ 
son  or  persons  entitled  thereto  the  gross 
amount,  less  lawful  charges,  for  which 
all  livestock  is  sold  for  the  account  of 
others  by  said  principal 

(b)  When  the  said  principal  buys  live- 
stock  for  the  account  of  others.  If  the 
said  principal  shall  safely  keep  and  prop¬ 


erly  disburse  all  funds  coming  into  his 
hands  for  the  purpose  of  paying  for  live¬ 
stock  purchased  for  the  account  of 
others,  and  if  said  principal  shall  pay 
when  due  to  the  person  or  persons  en¬ 
titled  thereto  the  purchase  price  of  all 
livestodE  purchased  by  said  lulncipal  for 
the  account  of  others. 

(c)  If  the  principal  buys  livestock  for 
his  own  account.  If  the  said  principal 
shall  pay  when  due  to  the  person  or  per¬ 
sons  entitled  thereto  the  purchase  price 
of  all  livestock  purchased  by  said 
principal. 

(d)  When  the  principal  clears  other 
registrants  buying  livestock  and  thus  is 
responsible  for  the  obligations  of  such 
other  registrants.  If  the  said  principal, 
acting  as  a  clearing  agency  responsible 
for  the  financial  obligations  of  other 
registrants  engaged  in  bu3dng  livestock, 
viz.:  (insert  here  the  names  of  such 
other  registrants  as  they  appear  in  the 
application  for  registration) .  or  if  such 
other  registrants,  shall  (1)  pay  when  due 
to  the  person  or  persons  entitled  thereto 
the  purchase  price  of  all  livestock  pur¬ 
chased  by  such  other  registrants;  and  (2) 
safely  keep  and  properly  disburse  all 
funds  coniing  into  the  hands  of  such 
principal  or  such  other  registrants  for 
the  purpose  of  paying  for  livestock  pur¬ 
chased  for  the  account  of  others. 

(e)  When  the  principal  clears  other 
registrants  selling  livestock  and  thus  is 
responsible  for  the  obligations  of  such 
other  registrants.  The  condition  clauses 
of  those  selling  agencies  named  prior  to 
September  1,  1957.  as  clearees  in  the 
bonds  filed  and  maintained  by  market 
agencies  registered  to  provide  clearing 
services  shall  remain  the  same  as  the 
condition  clauses  now  in  effect  in  such 
bonds. 

§  201.32  Trustee  in  market  agency  and 
dealer  bonds. 

Bonds  may  be  in  favor  of  a  trustee  who 
shall  be  a  financially  responsible,  dis¬ 
interested  person  satisfactory  to  the  Di¬ 
rector.  State  officials,  secretaries  or 
other  officers  of  livestock  exchanges  or 
of  similar  trade  associations,  attorneys 
at  law,  banks  and  tnist  companies,  or 
their  officers,  are  deem^  suitable  trus¬ 
tees.  If  a  trustee  is  not  designated  in 
the  bond  and  action  is  taken  to  recover 
damages  for  breach  of  any  condition 
thereof,  the  Director  shall  designate  a 
person  to  act  as  trustee.  In  those  States 
in  which  a  State  official  is  required  by 
statute  to  act  or  has  agreed  to  act  as 
trustee,  such  official  shall  be  designated 
by  the  Director  as  trustee  when  a  desig¬ 
nation  by  the  Director  becomes  neces¬ 
sary. 

§  201.33  Persons  damaged  may  main¬ 
tain  suit  to  recover  on  market  agency 
and  dealer  bonds;  Director  to  be  no¬ 
tified  of  claims;  ^sclosure  of  infor¬ 
mation. 

(a)  Each  bond  shall  contain  provi¬ 
sions  that  (1)  any  person  damaged  by 
failure  of  the  principal  to  comply  with 
the  condition  clauses  of  the  bond  may 
maintain  suit  to  recover  on  the  bond 
even  though  such  person  is  not  a  party 
named  in  the  bond,  (2)  the  surety  shall 
notify  the  Director  of  any  claim  filed  with 
it  under  such  bond  at  the  time  of  receipt 
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of  such  claim,  and  (3)  the  Director  is 
authorized  to  designate  a  trustee  pur¬ 
suant  to  S  201.32. 

(b)  Representatives  of  the  Packers 
and  Stockyards  Division  are  authorized 
to  disclose  to  principals  on  bonds,  clear- 
ees,  trustees,  claimants,  and  bonding 
companies,  such  information  as  may  be 
necessary  to  facilitate  the  settlement  of 
claims  made  upon  a  bond  filed  pursuant 
to  the  regulations  in  this  part. 

§  201.34  Termination  of  market  agency 
and  dealer  bonds. 

Each  bond  shall  contain  a  provision 
requiring  that,  prior  to  terminating  such 
bond,  at  least  thirty  (30)  days’  notice  in 
writing  shall  be  given  to  the  Director. 
Packers  and  Stockyards  Division.  Agri¬ 
cultural  Marketing  Service,  UjS.  Depart¬ 
ment  of  Agriculture.  Washington.  D.C., 
20250,  by  t^e  party  terminating  the  bond. 

Any  person-  who  wishes  to  submit 
written  data,  views,  or  arguments  con¬ 
cerning  the  propos^  amendments  may 
do  so  by  filing  them  in  duplicate  with 
the  Hearing  Clerk,  n.S.  Department  of 
Agriculture.  Washington.  D.C.,  on  or  be¬ 
fore  November  25,  1964. 

All  written  submissions  made  pursuant 
to  this  notice  will  be  made  available  for 
public  inspection  at  such  times  and 
places  and  in  a  manner  convenient  to 
the  public  business  (7  CFR  1.27(b)). 

Done  at  Washington,  D.C.,  this  28th 
day  of  October  1964. 

Clarence  H.  Girard, 
Deputy  Administrator, 

[FJt.  Doc.  64-11134;  FUed,  Oct.  30,  1964; 
8:60  ajn.] 


Agricultural  Stabilization  and 
Conservation  Service 

17  CFR  Part  8141 

MAINLAND  CANE  SUGAR  AREA 

Proposed  Allotment  of  1965  Sugar 
Quota 

Pursuant  to  the  authority  contained 
in  the  Sugar  Act  of  1948,  as  amended  (61 
Stat.  922,  as  amended)  hereinafter  called 
the  “Act”,  and  in  accordance  with  the 
applicable  rules  of  practice  and  pro¬ 
cedure  (7  CFR  801.1  et  seq.)  and  on  the 
basis  of  information  before  me,  I  do 
hereby  find  that  the  allotment  of  the 
1965  sugar  quota  for  the  Mainland  Cane 
Sugar  Area  Is  necessary  to  prevent  dis¬ 
orderly  marketing  and  to  afford  all  inter¬ 
ested  persons  an  equitable  opportunity  to 
market  sugar,  and  hereby  give  notice 
that  a  public  hearing  will  be  held  at 
Miami  Beach,  Fla.  in  the  DlLido  Hotel  on 
November  12,  1964,  beginning  at  10:00 
aju.,  e.s.t. 

The  preliminary  findings  made  above 
are  based  on  the  best  information  now 
available.  It  will  be  appropriate  to  pre¬ 
sent  evidence  at  tiie  hearing  on  the  basis 
of  which  the  Secretary  of  Agriculture 
may  afidrm,  modify,  or  revoke  such  pre- 
Uminary  findings. 

The  purpose  of  the  hearing  is  to  re¬ 
vive  evidence  to  enable  the  Secretary  of 
Agriculture  to  establish  fair,  efficient, 
and  equitable  aUotments  of  a  portion  of 


the  above  mentioned  quota  which  will 
enable  persons  who  process  sugar  from 
sugarcane  grown  in  the  Mainland  Cane 
Sugar  Area  to  market  such  sugar  in  an 
orderly  manner  during  the  period  Janu¬ 
ary  1,  1965,  to  the  date  the  Secretary 
prescribes  a  method  for  allotti^  the 
entire  1965  quota  on  the  basis  of  the 
record  of  another  hearing  to  be  held* 
subsequently. 

To  avoid  disorderly  marketing  by  any 
allottee  who  might  market  early  in  1965 
a  quantity  of  sugar  larger  than  its  allot¬ 
ment  of  the  entire  1965  sugar  quota,  it  is 
necessary  to  make  allotments  effective 
on  January  1, 1965.  Part  of  the  evidence 
necessary  to  provide  an  adequate  basis 
for  establishing  allotments  of  the  entire 
1965  quota  for  the  Mainland  Cane  Sugar 
Area  fbr  the  full  calendar  year  cannot  be 
adduced  on  the  date  for  which  the  hear¬ 
ing  is  called.  Therefore,  the  testimony 
on  that  date  wiU  be  limited  to  data,  views 
and  arguments  regarding  the  identity  of 
the  allottees  and  consideration  of  the 
factors  cited  in  section  205(a)  of  the  act 
pertinent  to  establishing  allotments  of  a 
portion  of  the  quota  to  be  in  effect 
from  January  1,  1965,  until  an  order  es¬ 
tablishing  the  method  for  allotting  the 
entire  quota  for  the  area  for  the  calendar 
year  1965  is  made  effective. 

Upon  notice  hereafter  to  be  given  in 
accordance  with  applicable  rules  of  prac¬ 
tice  and  procedure,  a  public  hearing  will 
be  held  early  in  1965  for  the  purpose  of 
receiving  evidence  to  enable  the  Secre¬ 
tary  to  establish  allotments  of  the  entire 
1965  quota  applicable  to  the  area  for  the 
calendar  year  1965  under  the  provisions 
of  the  Act. 

All  written  submissions  made  pursuant 
to  this  notice  will  be  made  available  for 
public  inspection  at  such  times  and  places 
and  in  a  manner  convenient  to  the  pub¬ 
lic  business  (7  CFR  1.27(b)). 

Issued  this  29th  day  of  October  1964. 

Charles  S.  Murpht, 
Acting  Secretary. 

[PJl.  Doc.  64-11166;  PUed,  Oct.  29,  1964; 

2:27  pjn.]^ 

SECURITIES  AND  EXCHANGE 
COMMISSION 

[17  CFR  Parts  240,  249  1 

[Release  34^7447, 33-4728] 

REGISTRATION  OF  SECURITIES, 
PROXY  RULES 

Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given  that  the  Secu¬ 
rities  and  Exchange  Commission  has 
imder  consideration  a  proposed  amend¬ 
ment  of  its  Rule  14a-3  (17  CFR  240.14a- 
3)  and  Form  8-A  (listed  and  described  in 
17  CFR  249.208a)  imder  the  Securities 
Exchange  Act  of  1934.  Form  8-A  is  an 
optional  short  form  which  may  be  used 
by  an  issuer  for  registering  an  additional 
class  of  securities  on  a  national  securities 
exchange  on  which  it  has  one  or  more 
other  classes  of  securities  registered. 
The  amended  form  would  still  be  used  for 
such  registration,  but  it  could  also  be 


used  for  registration  pursuant  to  the  new 
section  12(g)  of  the  Act  of  a  class  of 
securities  of  an  issuer  which  has  one  or 
more  other  classes  of  securities  registered 
pursuant  to  section  12  (b)  or  (g)  of  the 
Act  and  for  registration  pursuant  to 
section  12(g)  by  registrants  which  have 
recently  filed  a  registration  statement 
under  the  Securities  Act  of  1933  or  which 
file  reports  pursuant  to  section  15(d)  of 
the  Securities  Exchange  Act  of  1934. 

The  amended  form  would  call  only  for 
a  description  of  the  securities  to  be  reg¬ 
istered,  specimens  or  copies  of  such  se¬ 
curities  and  copies  of  the  constituent  in¬ 
struments  defining  the  rights  of  the 
holders  of  such  securities.  'The  use  of 
such  an  abbreviated  form  is  made  possi¬ 
ble  because  of  the  information  and  docu¬ 
ments  which  registrants  who  use  the 
form  have  already  filed  with  the  Com¬ 
mission  and  the  annual  and  other  re¬ 
ports  which  they  will  continue  to  file 
subsequent  to  registration.  It  should  be 
noted,  in  this  connection,  that  issuers 
using  this  form  are  required  to  file  an 
annual  report  pursuant  to  section  13  of 
the  Act  for  the  prior  fiscal  year,  except 
in  the  case  of  an  Issuer  registering  secu¬ 
rities  pursuant  to  section  12  for  the  first 
time,  where  such  fiscal  year  is  covered 
by  an  effective  registration  statement 
under  the  Securities  Act  of  1933. 

Form  8-A  as  now  in  effect  calls  for 
certain  information  with  r^ect  to  the 
issuance  of  securities  of  the  class  to  be 
registered  and  the  transaction  in  which 
such  securities  were  issued.  Financial 
statements  with  respect  to  businesses  ac¬ 
quired  are  also  required  in  certain  cases. 
These  requirements  would  be  deleted 
from  the  form  inasmuch  as  the  informa¬ 
tion  will  be  furnished  by  tiie  issuer  in 
current  reports  on  Form  8-K  (listed  and 
described  in  17  CFR  249.308)  or  in  the 
issuer’s  annual  report  to  the  Commission. 

Any  issuer  which  desires  to  register 
pursuant  to  section  12(g)  of  the  Act 
prior  to  the  adoption  of  the  amended 
Form  8-A  may,  if  it  meets  the  terms  and 
conditions  of  the  rule  as  to  the  use  of  the 
form,  use  the  proposed  amended  form 
Jfor  such  registration.  A  copy  of  the 
form  as  proposed  to  be  amended  is  set 
forth  below. 

It  is  also  proposed  to  amend  Rule  14a- 
3(b)  (17CFR240.14ar-3(b))  of  the  Com¬ 
mission’s  proxy  rules  for  the  purpose  of 
requiring  unlisted  companies  to  include 
a  description  of  their  business  in  their 
annual  reports  to  security  holders,  such 
as  is  customarily  furnished  by  listed 
companies.  The  text  of  the  proposed 
amendment  is  set  forth  below.  The 
Commission  is  now  considering  rules  to 
implement  the  new  section  14(c)  of  the 
Act  requiring  issuers  which  do  not  solicit 
proxies  to  furnish  to  their  security  hold¬ 
ers  information  equivalent  to  that  which 
would  be  furnished  in  a  proxy  statement. 

§  240.14a— 3  Information  to  be  fur¬ 
nished  security  holders. 

*  • 

(b)  If  the  solicitation  is  made  on  be¬ 
half  of  the  management  of  the  issuer, 
and  relates  to  an  annual  meeting  of  se¬ 
curity  holders  at  which  directors  are  to 
be  elected,  each  proxy  statement  fur¬ 
nished  pursuant  to  paragraph  (a)  shall 


14858 


PROPOSED  RULE  MAKING 


be  accompanied  or  preceded  by  an  annual 
report  to  such  seciirity  holders  as  follows: 

(1)  The  report  shall  contain  such  fi¬ 
nancial  statements  for  the  last  fiscal  year 
as  will  in  the  opinion  of  the  management 
adequately  reflect  the  financial  position 
and  results  of  operations  of  the  issuer. 
Consolidated  financial  statements  of  the 
Issuer  and  its  subsidiaries  shall  be  In¬ 
cluded  in  the  report  if  they  are  necessary 
to  reflect  adequately  the  financial  posi¬ 
tion  and  results  of  operations  of  the  is¬ 
suer  and  Its  subsidiaries,  but  in  such  case 
the  individual  statements  of  the  Issuer 
may  be  omitted,  even  though  they  are 
required  to  be  included  in  reports  to  the 
Commission.  Any  differences,  reflected 
in  the  financial  statements  in  the  report 
to  security  holders,  from  the  principles 
of  consolidation  or  other  accounting 
principles  or  practices,  or  methods  of  ap¬ 
plying  accounting  principles  or  practices, 
applicable  to  the  financial  statements  of' 
the  issuer  filed  or  proposed  to  be  filed 
with  the  Commission,  which  have  a  ma¬ 
terial  effect  on  the  financial  position  or 
results  of  (^rations  of  the  issuer,  shall 
be  noted  and  the  effect  thereof  recon¬ 
ciled  or  explained  in  such  report.  Fi¬ 
nancial  statements  Included  in  the 
report  may,  however,  omit  such  details 
or  employ  such  condensation  as  may  be 
deemed  suitable  by  the  management, 
provided  that  such  statements,  consid¬ 
ered  as  a  whole  in  the  light  of  other  in¬ 
formation  contained  in  the  report  «ha.ii 
not  by  such  procedure  omit  any  material 
information  necessary  to  a  fair  presen¬ 
tation  or  to  make  the  financial  state¬ 
ments  not  misleading  under  the  circum¬ 
stances.  The  financial  statements 
included  shall  be  certified  by  independent 
public  or  certified  public  accountants, 
unless  (i)  the  corresponding  statements 
Included  in  the  issuer’s  annnn.!  report 
filed  or  to  be  filed  with  the  Commission 
for  the  same  fiscal  year  are  not  required 
to  be  certified,  or  (ii)  the  Commission 
finds  in  a  particular  case  that  certifica¬ 
tion  would  be  impracticable  or  would 
involve  undue  effort  or  expense.  Subject 
to  the  foregoing  requirements  with  re¬ 
spect  to  financial  statements,  the 
report  to  security  holders  may  be  In  any 
form  deemed  suitable  by  the  manage¬ 
ment,  and 

(2)  If  the  solicitation  relates  to  a 
class  of  securities  not  listed  and  regis¬ 
tered  on  a  national  securities  exchange, 
the  report  shall  also  contain  such  a  de¬ 
scription  of  the  business  of  the  issuer 
and  its  subsidiaries  as  will,  in  the  opinion 
of  the  management,  adequately  refiect 
the  operations  and  general  nature  and 
scope  of  the  business  of  the  issuer. 

Notb:  As  a  guide  to  the  kind  of  disclosure 
which  may  be  appropriate,  the  registrant’s 
attention  Is  directed  to  Items  S  and  4  of 
Form  10  and  the  Instructions  thereto. 

This  paragraph  shall  not  apply,  however, 
to  solicitations  made  on  behalf  of  the 
management  before  the  financial  state¬ 
ments  are  available  if  solicitation  is  being 
made  at  the  time  in  opposition  to  the 
management  and  if  the  management’s 
proxy  statement  Includes  an  imder- 
taking  in  bold-face  type  to  furnish  such 
annual  report  to  all  persons  being  solic¬ 


ited.  at  least  twenty  dajrs  before  the 
date  of  the  meeting. 

•  •  •  •  • 

8  249 JHMa  Form  8-^  for  regisinitHm 
of  eertain  class  of  secorhies  por^ 
soaiit  to  section  12  (b)  or  (g)  of  the 
Secvrities  Exchange  Act  of  1934. 

Osmasi.  InsTBUcnoars 

A.  Rule  at  to  use  of  Form  8-A.  This  form 
may  be  used  for  registration  of  the  foUowing 
seeuiities  pursuant  to  the  Securities  Ex¬ 
change  Act  of  1934: 

(a)  For  registration  on  a  national  securi¬ 
ties  exchange  pursuant  to  section  ia(b)  of 
the  Act  of  a  class  of  securities  of  an  Issuer 
adiich  has  one  or  more  other  classes  of  se¬ 
curities  so  registered  on  the  same  securities 
exchange; 

(b)  For  registration  pursuant  to  section 
13(g)  6f  the  Act  of  a  class  of  securities  of 
an  Issuer  which  has  one  or  more  other  classes 
of  securities  registered  pursuant  to  either 
section  12  (b)  or  (g)  of  the  Act. 

(c)  For  re^tration  pursuant  to  section 
12(g)  of  the  Act  of  a  class  of  securities  of 
any  Issuer  which  has  filed  under  the  Securi¬ 
ties  Act  of  1983  a  registration  statement 
which  has  become  effective  and  Is  not  sub¬ 
ject  to  any  proceeding  luider  section  8  of 
that  Act  or  to  an  order  Issued  pxueuant 
thereto:  Provided: 

(1)  The  registration  statement  on  this 
form  will  become  effective  within  one  year 
after  the  end  of  the  last  fiscal  jeex  for  which 
certified  financial  statements  were  Included 
In  the  registration  statement  tmder  the  Se¬ 
curities  Act  of  1938.  or  In  a  post-effective 
amendment  thereto  which  has  bec<»ne  effec¬ 
tive;  or 

(2)  the  registrant  Is  required  to  file  re¬ 
ports  pursuant  to  section  16(d)  of  the  Se¬ 
curities  Exchange  Act  of  1934  and  has  filed 
an  annual  report  pursuant  to  such  section 
for  the  last  fiscal  year  ending  prior  to  the 
effective  date  of  the  registration  statement 
on  this  form;  or 

(8)  the  registrant  would  be  required  to 
file  reports  pursuant  to  section  15(d)  of  the 
Securities  Exchange  Act  of  1934  but  for  the 
first  sentence  of  section  12(f)  (6)  of  that 
Act  and  has  filed  an  annual  repc^  pursuant 
to  section  13  of  that  Act  for  the  last  fiscal 
year  ending  prior  to  the  effective  date  of 
the  registration  statement  on  this  form. 

B.  Application  of  general  rules  and  regu¬ 
lations.  (a)  The  general  rules  said  regula¬ 
tions  under  the  Act  contsdn  certain  general 
requirements  which  axe  applicable  to  regis¬ 
tration  on  any  form.  These  general  require¬ 
ments  should  be  carefully  read  and  obeerved 
In  the  preparation  and  filing  of  applications 
and  statements  on  this  form. 

(b)  Particular  attention  Is  directed  to 
Regulat.on  12B  (17  CFR  240.12b-l  to 

240.12b-36)  which  contains  general  require¬ 
ments  regsodlng  matters  such  as  the  kind 
and  size  of  paper  to  be  used,  legibility,  In¬ 
formation  to  be  given  whenever  the  title  of 
securities  Is  required  to  be  stated.  Incor¬ 
poration  by  reference  and  the  filing  of  the 
application  or  statement.  The  definitions 
contained  In  Bxile  12b-2  (17  CFR  240.12b-2 
should  be  especially  noted). 

C.  Preparation  of  application  or  statement. 
Tills  fmm  Is  not  to  be  used  as  a  blank  form 
to  be  filled  In,  but  (»ly  as  a  guide  In  the 
preparation  of  the  apiflicatlon  or  statement 
on  paper  meeting  the  requirements  of  Rule 
12b-12  (17  CFR  240.12  >-13).  The  applica¬ 
tion  or  statement  shall  contain  the  Item 
numbers  and  captions,  but  the  text  of  the 
Items  may  be  omitted  provided  the  answers 
thereto  are  prepared  In  the  manner  specified 
In  Rule  12b-13  (17  CFR  240.12l>-18) . 

D.  Signature  and  filing  of  application  or 
statement.  Three  complete  copies  of  the  ap¬ 
plication  or  statement.  Including  exhibits 
and  all  papers  and  documents  filed  as  a  part 


thereof,  shall  be  filed  with  the  Oranmission. 
At  least  one  complete  copy  of  each  appli- 
cation  for  registration  of  securltlee  on  a 
national  securities  exchange  shall  be  filed 
with  each  exchange  on  which  registration  is 
I4>plied  for.  At  least  one  of  the  copies  filed 
with  the  Commission  and  one  filed  with  each 
such  exchange  shall  be  manually  signed.  Un¬ 
signed  copies  shall  be  conformed. 

Sxcuxrnxs  and  Excbangk  Commission 
Washlnginn.  D.C.  20649 
Form  8-A 

fob  reoistbation  or  certain  class  or  securi¬ 
ties  PUBSUANT  TO  SECTION  12  <B)  OB  (G)  OF 
THE  SECOBTllES  EXCHANGE  ACT  OF  1934 


(Exact  name  of  registrant  as  specified  in 
charter,  and  State  of  incorporation) 


(Address  of  registrant’s  principal  executive 
offices) 

Securities  to  be  registered  pursuant  to  sec¬ 
tion  12(b)  of  the  Act;  If  none,  so  state: 

Name  of  each  ex¬ 
change  on  which 
Title  of  each  class  to  each  class  is  to  be 
be  so  registered :  registered 


Securities  to  be  registered  pursuant  to  sec¬ 
tion  12(g)  of  the  Act;  if  none,  so  state: 


(Title  of  class) 


(Title  of  class) 

Information  Rbquibsd  in  Application  or 
Statement 

Item  1.  Capital  Stock  to  he  Registered. 
If  capital  stock  Is  to  be  regtsterd  hereimder, 
state  the  title  of  the  class  and  furnish  the 
following  information  (See  Instruction  1) : 

(a)  Outline  brl^y  (1)  dividend  rights; 
(2)  voting  rights;  (8)  liquidation  rights;  (4) 
pre-emptive  rights;  (6)  conversion  rights; 
(6)  redemption  provisions;  (7)  sinking  fund 
provisions,  and  (8)  liablli^  to  further  calls 
or  to  assessment  by  the  registrant. 

(b)  If  the  rights  of  holders  of  such  stock 
may  be  modified  otherwise  than  by  a  vote  of 
a  majority  or  more  of  the  shares  outstanding, 
voting  as  a  class,  so  state  and  explain 
briefiy. 

(e)  Outline  briefly  any  restriction  on  the 
repurchase  or  redemption  of  shares  by  the 
registrant  while  there  Is  any  arrearage  in  the 
payment  of  dividends  or  sinking  fund  install¬ 
ments.  If  there  is  no  such  restriction,  so 
state. 

Instructions.  1.  If  a  description  of  the 
securities  comparable  to  that  required  here 
is  contained  In  any  other  filing  with  the 
Commission,  such  description  may  be  in¬ 
corporated  by  reference  to  such  other  filing 
in  answer  to  this  Item.  If  the  securities  are 
to  be  registered  on  a  national  securities  ex¬ 
change  and  the  description  has  not  previ¬ 
ously  been  filed  with  such  exchange,  copies  of 
the  description  shall  be  filed  with  copies  of 
the  application  filed  with  the  exchange. 

2.  This  Item  requires  only  a  brief  summary 
of  the  provisions  which  are  pertinent  from 
an  Investment  standpoint.  A  complete  legal 
description  of  the  provisions  referred  to  is 
not  required  and  should  not  be  given.  Do 
not  set  forth  the  provisions  of  the  governing 
Instruments  verbatim;  only  a  succinct  resume 
Is  required. 

8.  If  the  rights  evidenced  by  the  securities 
to  be  registered  are  materially  limited  or 
qualified  by  the  rights  of  any  other  class  of 
securities,  Include  such  Information  regard¬ 
ing  such  other  securities  as  will  enable  in¬ 
vestors  to  understand  the  rights  evidenced 
by  securities  being  registered. 

Item  2.  Debt  Securities  to  be  Registered. 
If  the  equity  securities  to  be  registered  here¬ 
under  are  bonds,  debentures  or  other  evl- 
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dencee  of  Indebtedness,  outline  briefly  such 
of  the  following  as  are  relevant: 

(a)  Provisions  with  respect  to  interest, 
conversion,  maturity,  redemption,  amortiza¬ 
tion,  gtnfcing  fund  or  retirement. 

(b)  Provisions  with  respect  to  the  kind 
and  priority  of  any  lien,  securing  the  issue, 
together  with  a  brief  identiflcation  of  the 
principal  properties  subject  to  such  lien. 

(c)  Provisions  restricting  the  declaration 
of  dividends  or  requiring  the  maintenance  of 
any  ratio  of  assets,  the  creation  <x  main¬ 
tenance  of  reserves  or  the  maintenance  of 
properties. 

(d)  Provisions  permitting  or  restricting 
the  issuance  of  additional  seciirities,  the 
withdrawal  of  cash  deposited  against  such 
issuance,  the  incurring  of  additional  debt, 
the  release  or  substitution  of  assets  securing 
the  issue,  the  modiflcation  of  the  terms  of 
the  security,  and  similar  provisions. 

Instruction.  Provisions  permitting  the  re¬ 
lease  of  assets  upon  the  deposit  of  equivalent 
funds  or  the  pledge  of  equivalent  property, 
the  release  of  property  no  longer  required 
in  the  business,  obsolete  property  or  property 
taken  by  eminent  domain,  the  application  of 
Insurance  moneys,  and  similar  provisions, 
need  not  be  described. 

(e)  The  name  of  the  trustee  and  the  nature 
of  any  material  relationship  with  the  regis¬ 
trant  or  any  of  its  affiliates;  the  percentage 
of  secmitles  of  the  class  necessary  to  require 
the  trustee  to  take  action,  and  what  indemni¬ 
fication  the  trustee  may  require  before  pro¬ 
ceeding  to  enforce  the  lien. 

(f)  The  general  tjrpe  of  event  which  con¬ 
stitutes  a  default  and  whether  or  not  any 


periodic  evidence  is  required  to  be  furnished 
as  to  the  absence  of  default  or  as  to  com¬ 
pliance  with  the  terms  of  the  Indenture. 

Instruction.  The  instructions  to  Item  1 
shall  also  apply  to  this  item. 

Item  3.  Other  Securities  to  be  Registered. 
If  securities  other  than  those  referred  to  in 
Items  1  and  2  are  to  be  registered  hereunder, 
outline  briefly  the  rights  evidenced  thereby. 
If  subscription  warrants  or  rights  are  to  be 
registered,  state  the  title  and  amount  of 
securities  called  for,  the  period  during  which 
and  the  price  at  which  the  warrants  or  rights 
are  exercisable. 

Instruction.  The  instructions  to  Item  1 
shall  also  apply  to  this  item. 

Item  4.  Exhibits.  List  below  all  exhibits 
flled  as  a  part  of  the  application  or  state¬ 
ment: 

SiGNATnas 

Pursuant  to  the  requirements  of  section  12 
of  the  Secvirities  Exchange  Act  of  1934,  the 
registrant  has  duly  earned  this  application 
for  registration  (or  registration  statement) 
to  be  signed  on  its  behalf  by  the  xinder- 
signed,  thereunto  duly  authorized. 


Date 


By 


(Registrant) 
(Signature)  * 


*Prlnt  the  name  and  title  of  the  signing 
officer  xmder  his  signature. 


iNSTBUCnONS  AS  TO  EXHIBITS 

Subject  to  Rule  12b-32  (17  CFR  240.12b-32) 
regarding  the  Incorporation  of  exhibits  by 
reference,  the  following  exhibits.  ehaU  be  ffled 


as  a  part  of  the  application  or  statement. 
Such  exhibits  shall  be  appropriately  lettered 
or  numbered  tor  convenient  reference.  Ex¬ 
hibits  incorporated  by  reference  may  be  re¬ 
ferred  to  by  the  designation  given  in  the  pre¬ 
vious  filing.  Where  exhibits  are  Incorporated 
by  reference,  the  reference  shall  be  made 
in  the  list  of  exhibits  called  fmr  under  Item  4. 

1.  Specimens  or  copies  of  each  security  to 
be  registered  hereunder. 

2.  Copies  of  all  constituent  instruments 
deflning  the  righte  of  the  holders  of  each 
class  of  such  securities,  including  any  con¬ 
tracts  or  other  documents  which  limit  or 
qualify  the  rights  of  such  holders. 

(Secs.  12,  14,  23;  48  Stat.  892,  895  and  901, 
as  amended;  15  n.S.C.  781,  78n,  78w) 

All  interested  persons  are  invited  to 
submit  their  views  and  comments  on  the 
proposed  amendments  to  the  rule  and 
form,  in  writing,  to  the  Securities  and 
Exchange  Commission,  Washington, 
D.C.,  20549,  on  or  before,  November  23, 
1964.  Except  where  it  is  requested  that 
such  communications  not  be  disclosed, 
they  will  be  considered  available  for  pub¬ 
lic  inspection. 

By  the  Commission. 

[seal]  Orval  L.  DuBois, 

Secretary. 

October  21, 1964. 

[FA.  Doc.  64-11100;  FUed,  Oct.  30,  1964; 

8:45  a.m.] 
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DEPARTMENT  OF  STATE 

Agency  for  Intomotional  Dovolopmont 

(Delegation  of  Authority  63] 

PRINCIPAL  U.S.  DIPLOMATIC  OFFICER 
IN  MALAWI  AND  ZAMBIA 

DologoHon  of  Authority 

Pursuant  to  the  authority  delegated  to 
me  by  Delegation  of  Authority  No.  104 
from  the  Secretary  of  State  of  November 
3.  1961  (26  F.R.  10608),  I  hereby  dele¬ 
gate  to  the  principal  diplmnatic  officer 
of  the  United  States  in  Malawi  and 
Zambia,  with  respect  to  Uie  administra¬ 
tion  of  the  foreign  assistance  program 
within  the  country  to  which  he  is  ac¬ 
credited,  the  authorities  delegated  to 
Directors  of  Missions  of  the  Agency  for 
International  Development  (AJJ3.)  in 
the  following  delegations,  subject  to  the 
limitations  applicable  to  the  exercise  of 
such  authorities  by  AJJD.  Mission 
Directors: 

(1)  Unpublished  Delegation  of  Au¬ 
thority  of  January  10. 1955; 

( 2 )  Delegation  of  Authority  of  Novem¬ 
ber  26,  1954,  as  amended  (19  FJt.  8049) ; 

(3)  Paragraphs  4  and  5  oflDelegation 
of  Authority  of  September  28,  1960  (25 
PR.  9927) . 

In  addition  to  the  foregoing,  there  is 
hereby  delegated  to  the  aforesaid  diplo¬ 
matic  officers  the  authorities  delegated  to 
A.IX>.  Mission  Directors  in  existing  A  J  J3. 
manual  orders,  regulations  (published  or 
otherwise),  policy  directives,  policy  de¬ 
terminations,  memoranda  and  other 
instructions. 

This  delegation  of  authority  is  effective 
October  24. 1964. 

William  S.  Gaud, 
Acting  Administrator. 

October  20, 1964. 

(FH.  Doc.  64-11102:  Filed,  Oct.  30.  1964; 

8:45  ajn.] 


[Delegation  of  Authority  No.  64] 

ASSISTANT  ADMINISTRATOR  FOR 

TECHNICAL  COOPERATION  AND 

RESEARCH 

Delegation  of  Authority 

Pursuant  to  the  authority  delegated  to 
me  by  Delegation  of  Authority  No.  104  of 
November  3,  1961,  as  amended,  from  the 
Secretary  of  State,  I  hereby  delegate  to 
the  Assistant  Administrator  for  Tech¬ 
nical  Cooperation  and  Research  the  au¬ 
thority  to: 

1.  Furnish  assistance  pursuant  to  sec¬ 
tions  214  (a)  and  (b)  of  the  Foreign 
Assistance  Act  of  1961,  as  amended,  to 
schools,  libraries,  and  hospitals  which 
qualify  under  those  sections  of  the  law 
and  to  make  grants  to  such  institutions 
in  connection  therewith. 

2.  To  specify  terms  and  conditions  for 
such  assistance. 


Notices 


3.  TO  administer  and  implement  such 
assistance  and  to  exercise  all  authorities 
with  req^ect  thereto  that  are  vested  and 
that  become  vested  in  the  regional  As¬ 
sistant  Administrators  with  respect  -  to 
programs  and  projects  for.  which  they 
have  operational  responsibility,  includ¬ 
ing.  among  other  acts,  approval  of 
contracts. 

The  authorities  delegated  herein  may 
be  redelegated  to  the  Deputy  Assistant 
Administrator  for  Technical  Cooperation 
and  Research  and,  with  approval  of  the 
cognizant  r^onal  Assistant  Adminis¬ 
trators  to  A  JT).  Mission  IXrectors.  The 
authorities  provided  in  paragraph  3 
may  also  be  redelegated  to  the  Director 
of  the  Education  and  Human  Resources 
Development  Service  to  the  extent  that 
the  regional  Assistant  Administrators 
may  be  authorized  to  redelegate  such 
authorities  to  persons  other  than  their 
deputies  or  principal  assistants. 

The  authorities  delegated  herein  shall 
be  exercised  in  accordance  with  agency 
policies,  r^:ulations  and  procedures. 

This  Delegation  of  Authority  shall  be 
effective  immediately. 

David  E.  Bell, 
Administrator. 

October  21, 1964. 

[FH.  Doc.  64-11103;  Filed,  Oct.  30.  1964; 

8:45  ajn.] 


DEPARTMENT  DF  THE  1REASURY 

•  ^ 

Bureau  of  Customs 

[TX>.  56293] 

[Customs  Delegation  Order  1,  Rev.;  Arndt.] 

DEPUTY  COMMISSIONER,  DIVISION 
OF  COLLECTORS  OPERATIONS 

Delegation  of  Authority  To  Make  Cer¬ 
tain  Decisions  and  Perform  Certain 
Functions 

October  28, 1964. 

By  virtue  of  the  authority  vested  in 
me  by  Treasury  Department  Order  No. 
165,  Revised  (TJD.  53654;  19  PR.  7241), 
as  amended.  C^ustoms  Delegation  Order 
No.  1  (T.D.  53161;  17  FR.  11705),  as 
revised  by  TX>.  53694  (19  PR.  8756) .  and 
amended  by  TX>.  53914  (20  PR.  7554), 
TX).  54654  (23  FR.  5962),  TX).  55431 
(26  PR.  6628),  TX).  55543  (27  FR.  262), 
TX).  55823  (28  PR.  1267),  T.D.  55946 
(28  P.R.  7611) ,  and  T.D.  56262  (29  PR. 
13350),  is  hereby  further  amended  as 
follows: 

Subdivision  (b)(7)  of  paragraph  1  is 
amended  by  deleting  **(a)"  and  substi¬ 
tuting  in  lieu  thereof  “(b) .“ 

Paragraph  1  is  amended  by  adding  the 
following  new  subdivision  (e)  to  read  as 
follows: 

(e)  Deputy  Commissioner,  Division  of 
Collectors  Operations: 

(1)  Decisions  regarding  iiiu)ort 
quotas. 


(2)  Decisions  on  requests  for  permis¬ 
sion  for  scheduled  aircraft  to  land  else¬ 
where  than  at  an  international  airport 
of  entry. 

(3)  Decisions  regarding  changes  in 
hours  of  service  at  ports  of  enUy. 

This  order  shall  become  effective  on 
November  1,  1964. 

[sealI  Lester  D.  Johnson, 

Acting  Commissioner  of  Customs. 

[FJl.  Doc.  64-11119;  Filed,  Oct.  30,  1964; 
8:48  ajn.] 


Internal  Revenue  Service 

[Order  96] 

ASSISTANT  COMMISSIONER  (COM¬ 
PLIANCE)  AND  ASSISTANT  COM¬ 
MISSIONER  (TECHNICAU 

Delegation  Order  Regarding  Applica¬ 
tion  of  Rulings  Without  Retroactive 

Effect 

Pursuant  to  authority  granted  to  the 
Commissioner  of  Internal  Revenue  by  26 
CPR  301.7805-1  (b): 

1.  The  Assistant  Commissioner  (Com¬ 
pliance)  is  hereby  authorized  to  prescribe 
the  extent,  if  any,  to  which  any  ruling 
issued  by  or  pursuant  to  authorization 
from  him.  relating  to  the  internal  reve¬ 
nue  laws  concerning  alcohol,  tobacco  and 
firearms  taxes  other  than  the  manufac¬ 
turers  excise  tax  on  firearms  arising  from 
application  of  sections  4181  and  4182 
of  the  Internal  Revenue  Code,  shall  be 
applied  without  retroactive  effect. 

2.  The  Assistant  Commissioner  (Tech¬ 
nical)  is  hereby  authorized  to  prescribe 
the  extent,  if  any,  to  which  any  ruling 
issued  by  or  pursuant  to  authorization 
from  him,  relating  to  the  internal  reve¬ 
nue  laws  concerning  taxes  other  than 
those  covered  by  delegation  to  the  As¬ 
sistant  Commissioner  (Compliance)  in 
paragraph  1,  shall  be  applied  without 
retroactive  effect. 

3.  This  authority  may  not  be  redele¬ 
gated. 

Issued:  October  27, 1964. 

Effective  date:  October  27, 1964. 

[seal]  Bertrand  M.  Harding, 
Acting  Commissioner. 

[F.R.  Doc.  64-11120;  Filed,  Oct.  30,  1964; 

8:48  ajn.] 


[Order  97] 

ASSISTANT  COMMISSIONER  (COM¬ 
PLIANCE)  AND  ASSISTANT  COM¬ 
MISSIONER  (TECHNICAU 

Delegation  Order  Regarding  Closing 
Agreements  Concerning  Internal 
Revenue  Tax  Liability 

Pursuant  to  authority  granted  to  t^ 
Commissioner  of  Internal  Revenue  by 
26  CFR  301.7121-1  (a) ; 
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1.  The  Assistant  Commissioner  (Com¬ 
pliance)  is  hereby  authorized  to  enter 
into  a  written  agreement  with  any  per¬ 
son  relating  to  the  internal  revenue  tax 
liability  for  alcohol,  tobacco  and  fire¬ 
arms  taxes,  other  than  the  manufac¬ 
turers  excise  tax  on  firearms  arising 
from  application  of  sections  4181  smd 
4182  of  the  Internal  Revenue  Code,  of 
such  person  (or  of  the  person  or  estate 
fm:  whom  he  acts)  in  respect  of  any  pro¬ 
tective  transactions  or  completed  trans¬ 
actions  affecting  returns  to  be  filed. 

2.  The  Assistant  Commissioner  (Tech¬ 
nical)  is  hereby  authorized  to  enter  Into 
a  written  agreement  with  any  person 
relating  to  the  internal  revenue  tax  li¬ 
ability,  other  than  for  those  taxes  cov¬ 
ered  by  delegation  to  the  Assistant  Com¬ 
missioner  (Compliance)  in  paragraph  1, 
of  such  person  (or  of  the  person  or  estate 
for  whom  he  acts)  in  respect  of  any 
prospective  transactions  or  completed 
transactions  affecting  returns  to  be  filed. 

3.  The  Assistant  Commissioner  (Com¬ 
pliance)  is  hereby  authorized  to  enter 
Into  a  written  agreement  with  any  per¬ 
son  relating  to  the  internal  revenue  tax 
liability  of  such  person  (or  of  the  per¬ 
son  or  estate  for  whom  he  acts)  for  a 
taxable  period  or  periods  ended  prior  to 
the  date  of  sigreement  and  related  spe¬ 
cific  Issues  affecting  other  taxable 
periods. 

4.  This  author!^  may  not  be  redele¬ 
gated. 

Issued:  October  27, 1964. 

Effective  date:  October  27, 1964. 

[seal]  BXBTKAin)  M.  Hakding, 

Actina  Commissioner. 

(FA.  Doc.  64-11131;  FUed,  Oct.  30,  1964; 

8:48  am.] 


Office  of  the  Secretary 

[Treasiiry  Department  Order  150-63] 

ALBANY  AND  BUFFALO 

lealignment  of  Boundaries  of  Internal 
Revenue  Districts 

By  virtue  of  the  authority  vested  in 
me  as  Secretsuy  of  the  Treasury  by  Re¬ 
organization  Plsm  No.  26  of  1950,  Reor¬ 
ganization  Plan  No.  1  of  1952,'  section 
7621  of  the  Internal  Revenue  Code  of 
1954.  as  amended,  and  Executive  Order 
10289,  approved  September  17,  1951, 
made  applicable  to  the  Internal  Revenue 
Code  of  1954  by  Executive  Order  10574, 
approved  November  5, 1954:  It  is  hereby 
ordered: 

1.  Albany  District.  The  Internal  Re¬ 
venue  District,  Albany,  Aall  include  the 
^nties  of  Albany,  Clintmi,  Columbia, 
^tchess,  Essex,  Franklin.  Fulton, 
Greene,  Hamilton,  Montgomery,  Orange, 
Hitnam,  Rensselaer,  Saratoga,  Schenec- 

Schoharie,  St.  Lawrence,  SulUvsui, 
ulster,  Warren,  and  Washington,  within 
the  State  of  New  York. 

2.  Buffalo  District.  The  Internal  Re¬ 
venue  District,  Buffalo,  shall  Include  the 
^unties  of  Allegany,  BitXHne,  Cattarau- 

Cayuga,  Chautauqua,  Chemung, 
uhenango,  Cortland.  Delaware,  Erie, 
^enessee,  Herkimer,  Jefferson,  Lewis. 
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Livingston,  Madison,  Monroe,  Niagara, 
Oneida,  Onondaga,  Ontario,  Orleans, 
Oswego,  (Otsego,  Schuyler.  Seneca,  Steu¬ 
ben,  Tk^a,  Tompkins,  Wayne,  Wyoming, 
uid  Yates,  within  the  State  of  New  Yoric. 

3.  Effective  date  and  implementation. 
The  provisions  of  sections  1  mid  2  of 
this  order  shall  be  effective  January  1, 
1965.  Effective  immediately,  the  Com¬ 
missioner  of  Intmial  Revenue  is  author¬ 
ized  to  effect,  at  appropriate  times  and 
in  an  orderly  manner,  such  transfers  of 
functions,  personnel,  positions,  equip¬ 
ment,  and  funds  as  may  be  necessary  to 
Implement  the  provisions  of  this  order. 

4.  Treasiny  Department  Order  No. 
150-58,  dated  May  17,  1963,  is  amended 
with  respect  to  the  boundaries  of  the 
Albany  and  Buffalo  Internal  Revenue 
Districts. 

Dated:  October  23, 1964. 

[seal]  Douglas  Dillon, 

Secretary  of  the  Treasury. 

(PJl.  Doc.  64-11122;  Piled,  Oct.  30,  1964; 

8:48  aju.] 


DEPARTMENT  OP  THE  INTERIOR 

Bureau  of  Reclamation 

[PubUc  Announcement  29,  Arndt.  4] 

COLUMBIA  BASIN  PROJECT, 
WASHINGTON 

Public  Announcement  of  Sale  of  Full- 
Time  Farm  Units 

Public  announcem^t  of  the  sale  of 
farm  units  in  the  Qulncy-Columbia 
Basin  Irrigation  District,  Columbia  Basin 
Project,  Washington,  dated  September 
15,  1958,  published  in  the  Fedkkal  Reg¬ 
ister  at  23  FJEL  7550,  and  subsequently 
amended,  is  further  amended  for  Farm 
Unit  176,  Irrigation  Block  89,  by  deleting 
in  its  entirety  section  .16.d.  Residence 
Requirements. 

The  purpose  of  this  amendment  is  to 
enable  the  purchaser,  who  already  has 
a  permanent  dwelling  on  nearby  land,  to 
obtain  the  necessary  l(mg-term  credit  to 
refinance  his  q;>rinkler  system. 

Floys  K  Dominy, 
Commissioner  of  Reclamation. 

October  27,  1964. 

[PR.  Doc.  64-11105:  PUed,  Oct.  30,  1964; 

8:45  am.] 


[Public  Announcement  30,  Arndt.  4] 

COLUMBIA  BASIN  PROJECT, 
WASHINGTON 

Public  Announcement  of  Sale  of  Full- 
Time  Farm  Units 

Public  announcement  ot  the  sale  of 
farm  units  in  the  South  Ckilumbia  Basin 
Irrigation  District,  Columbia  Basin 
Project.  Washington,  dated  May  19, 1959, 
published  in  the  Federal  Register  at  24 
F.R.  4664,  and  subsequently  amended,  is 
further  amended  for  Farm  Unit  93,  Irri¬ 
gation  Block  13,  by  dieting  the  second 
paragraph  of  section  16d  Residence  Re¬ 
quirements  and  substituting  the  follow¬ 
ing  paragraph: 


The  time  for  compliance  with  initia¬ 
tion  of  residence  may  be  further  extend¬ 
ed  to  April  1,  1965,  by  the  Project  Man¬ 
ager  upcm  his  determination  that  an 
extenskHi  is  necessary  to  avoid  undue 
hardship  to  the  purchaser  and  that  it 
will  not  be  detrimental  to  the  orderly 
develoi«nent  of  the  irrigation  block. 

The  purpose  of  this  amendment  is  to 
relieve  undue  hardship  caused  by  a  re¬ 
cent  injury  to  the  purchaser  of  Farm 
Unit  93,  Irrigation  Block  13. 

Floyd  E.  Dominy, 
Commissioner  of  Reclamation. 

October  27,  1964. 

[F.R.  Doc.  64-11106;  PUed,  Oct.  30.  1964; 
8:46  ajn.] 

DEPARTMENT  DF  COMMERCE 

Bureau  of  International  Commerce 

[File  No.  24-62] 

YAMIL  AMADO  HARON  KOURI  Y 
PEREZ 

Order  Temporarily  Denying  Export 
Privileges 

In  the  matter  of  Yamil  Amado  Haron 
Kouri  y  Perez,  also  known  as  Yamil 
Kouri,  Centro  Nacional  Cubano  De  In- 
vestJgaciones  Cientlficas,  Havana,  Cuba, 
respondent;  File  No.  24-62. 

The  Director,  Investigations  Division, 
Office  of  Export  Control,  Bureau  of  In¬ 
ternational  Commerce.  United  States 
Department  (ff  Commerce,  pursuant  to 
the  provisions  of  §  382.11  of  the  Export 
Regulations  (Title  15,  Chiq>ter  m.  Sub¬ 
chapter  B,  Code  of  Federal  Regulations) , 
has  applied  to  the  Compliance  Commis¬ 
sion  for  an  order  temporarily  denying  all 
export  privileges  to  the  above  named 
respondeit.  It  was  requested  that  the 
order  remain  in  effect  for  a  period  of 
sixty  days  pending  continued  investiga¬ 
tion  into  the  facts  and  transactions 
giving  rise  to  the  application  and  the 
cmnmencement  of  such  proceedings  as 
may  be  deemed  proper  under  the  law 
against  said  re^xmdent. 

The  Compliance  Commissioner  has  re¬ 
viewed  the  ai^Ucation  and  the  evidence 
presented  in  support  thereof  and  has 
submitted  his  report  together  with  his 
recommendation  that  the  application  be 
granted  and  that  a  temporary  denial 
order  be  Issued  for  sixty  days. 

The  evidence  and  reccxnmendation  of 
the  C(Hnidianee  Commissioner  have  been 
considered.  The  above  named  re^nd- 
&a.t  is  a  resident  of  Havana,  Cuba,  and 
is  Director  of  the  Centro  Nacional  Cu¬ 
bano  De  Investigadones  Clentificas 
(Cuban  National  Center  of  Scientffic  Re¬ 
search).  On  the  evidence  presented 
there  is  substantial  basis  to  believe  that 
the  rei^ndent  has  participated  in 
transactions,  in  countries  other  than  the 
United  States,  for  the  purchase  and  pro- 
curonent  of  UB.-origin  medical  and 
scientific  research  equipment  and  sup¬ 
plies,  for  reexportation  to  Cuba,  and  that 
said  respondent  has  knowingly  caused, 
counseled,  induced,  and  procured  the 
doing  of  acts  which  are  proUbited  by  the 
Export  Control  Act  and  regulations 
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thereunder.  There  is  also  reasonable 
basis  to  believe  that  said  respondent  will 
continue  such  conduct  in  contravention 
of  the  Export  Control  Act  and  regulations 
unless  UJ3.  export  privileges  are  tem¬ 
porarily  denied.  I  find  that  an  order 
temporarily  densdng  export  privil^es 
to  the  respondent  is  reasonably  necessary 
for  the  protection  of  the  public  interest 
and  national  security. 

Accordingly,  it  is  fiereby  ordered: 

l.  All  outstanding  validated  export 
licenses  in  which"  respondent  ai^ars  or 
participates  in  any  manner  or  capacity 
are  hereby  revoked  and  shall  be  returned 
forthwith  to  the  Bureau  of  International 
Commerce  for  cancellation. 

n.  The  respondent,  his  successors  or 
assigns,  partners,  representatives,  agents, 
and  employees  hereby  are  denied  all 
privil^es  of  participating,  directly  or 
indirectly,  in  any  manner  or  capacity, 
in  any  transaction  involving  commodi¬ 
ties  or  technical  data  exported  from  the 
United  States  in  whole  or  in  part,  or  to 
be  exported,  or  which  are  otherwise  sub¬ 
ject  to  the  Export  Regulations.  With¬ 
out  limitation  of  the  generality  of  the 
foregoing,  participation  prohibited  in 
any  such  transaction,  either  in  the 
United  States  or  abroad,  shall  Include 
participation,  directly  or  indirectly,  in 
any  manner  or  capacity:  (a)  As  a  party 
or  as  a  representative  of  a  party  to  any 
validated  export  license  application;  (b) 
in  the  preparation  or  filing  of  any  export 
license  application  or  reexportation  au¬ 
thorization,  or  any  document  to  be  sub¬ 
mitted  therewith;  (c)  in  the  obtaining 
or  using  of  any  validated  or  general  ex¬ 
port  license  or  other  export  control  doc¬ 
ument;  (d)  in  the  carrying  on  of  nego¬ 
tiations  with  respect  to,  or  in  the  receiv¬ 
ing,  ordering,  busring,  selling,  delivering, 
storing,  using,  or  disi>osing  of  any  com¬ 
modities  or  technical  data  in  whole  or 
in  p«u^  exported  or  to  be  exported  from 
the  United  States;  and  (e)  in  the  financ¬ 
ing,  forwarding,  tremsporting,  or  other 
servicing  of  such  commodities  or  tech¬ 
nical  data. 

m.  Such  denial  of  export  privileges 
shall  extend  not  only  to  the  respondent, 
but  also  to  his  agents  and  employees  and 
to  any  successor  and  to  any  person,  firm, 
corporation,  or  business  organization 
with  which  he  now  or  hereafter  may  be 
related  by  aflUiation,  ownership,  con¬ 
trol,  position  of  responsibility,  or  other 
connection  in  the  conduct  of  trade  or 
services  connected  therewith. 

IV.  This  order  shall  take  effect  forth¬ 
with  and  shall  remain  in  effect  for  a 
period  of  sixty  days  from  the  date  hereof, 
unless  it  is  hereafter  extended,  amended, 
modified,  or  vacated  in  accordance  with 
the  provisions  of  the  United  States  Ex¬ 
port  Regulations. 

V.  No  person,  firm,  corporation,  part¬ 
nership  or  other  business  organization, 
whether  in  the  United  States  or  else¬ 
where.  without  prior  disclosure  to  and 
specific  authorization  from  the  Bureau 
of  International  Commerce,  shall  do  any 
of  the  following  acts,  directly  or  indi¬ 
rectly,  or  carry  on  negotiations  with  re¬ 
spect  thereto,  in  any  manner  or  capacity. 


.  NOTICES 

on  b^alf  of  or  in  any  association  with' 
the  respond^t  or  any  related  party,  or 
whereby  the  respondent  or  related  party 
may  obtain  any  ben^t  therefnHn  or 
have  any  interest  or  participation  there¬ 
in,  directly  or  indirectly^  (a)  Apply  for, 
obtain,  transfer,  or  use  any  license,  ship¬ 
per’s  export  declaration,  bill  of  lading, 
or  other  export  control  document  relat¬ 
ing  to  any  exportation,  reexportation, 
transshipment,  or  diversion  of  any  com¬ 
modity  or  technical  data  exported  or  to 
be  exported  from  the  United  States,  by, 
to.  or  for  any  such  respondent  or  related 
party  denied  export  privileges*,  or  (b) 
order,  buy,  receive,  use,  sell,  deliver, 
store,  dispose  of,  forward,  transport, 
finance,  or  otherwise  service  or  partici¬ 
pate  in  any  exportation,  reexportation, 
transshipment,  or  diversion  of  any  com¬ 
modity  or  technical  data  exported  or  to 
be  exported  from  the  United  Stetes. 

VI.  A  copy  of  this  order  shall  be  served 
upon  the  respondent. 

vn.  In  accordance  with  the  provisions 
of  §  382.11(c)  of  the  Export  Regulations, 
the  respondent  may  move  at  any  time  to 
vacate  or  modify  this  temporary  denial 
order  by  filing  an  ai^ropriate  motion 
therefor,  supported  by  evidence,  with  the 
Compliance  Commissioner  and  may  re¬ 
quest  an  oral  hearing  thereon  which,  if 
requested,  shall  be  held  before  the  C(xn- 
pliance  Commissioner  in  Washington, 
D.C.  at  the  earliest  convenient  date. 

This  order  shall  become  effective  forth¬ 
with. 

Dated:  October  27, 1964. 

Forrest  D.  Hockersmith. 

Director, 

Office  of  Export  Control. 

{PJl.  Doc.  64^11127;  PUed,  Oct.  30,  1964; 

8:49  a.m.] 


DEPARTMENT  OF  HEALTH,  EDU¬ 
CATION,  AND  WaFARE 

Food  and  Drug  Administration 
MAUNA  MINING  CORP. 

Notice  of  Filing  of  Petition  Regarding 
Food  Additive  Pyrophyllite 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food,  Drug,  and  Cosmetic  Act  (sec. 
409(b)(5),  72  Stat.  1786;  21  U.S.C.  348 
(b)(5)),  notice  is  given  that  a  petition 
(FAP  4C1373)  has  been  filed  by  Mauna 
Mining  Corporation,  Box  290-C,  Rural 
Delivery  2,  Gardners,  Pa.,  proposing  the 
Issuance  of  a  regulation  to  provide  for 
the  safe  use  of  pyroi^Uite  as  an  anti¬ 
caking  aid,  blendW  agent,  pelleting  aid, 
or  carrier  in  an  amoimt  not  to  exceed 
2  percent  in  complete  animal  feeds. 

Dated:  October  27,  1964. 

Malcolm  R.  Stephens, 
Assistant  Commissioner 
for  Regulations. 

tPJl.  Doc.  64-11114;  FUed~Oct.  80.  1064; 
8:47  am.] 


MICRO  TRACERS,  INC. 

Notice  of  Filing  of  Petition  Regarding 
Food  Additives  Graphite-Base  Mi> 
crotracers 

Pursuant  to  the  provisions  of  the  Fed¬ 
eral  Food.  Drug,  and  Cosmetic  Act  (sec 
409(b)(5),  72  Stat.  1786;  21  UB.C.  348 
(b)  (5) ) ,  notice  is  given  that  a  petition 
(FAP  5C1550)  has  been  filed  by  Micro 
Tracers,  Inc.,  554  Fulton  Street,  San 
Francisco,  Calif.,  94102,  pix^x>sing  the 
Issuance  of  a  refioilation  to  provide  for 
the  safe  use  of  FD&C  color-impregnated 
graphite  in  amounts  not  to  exceed  50 
parts  per  million  of  graphite  in  complete 
feeds  for  the  quality  control  of  mixed 
animal  feeds. 

Dated:  October  26, 1964. 

Malcolm  R.  Stephens, 
Assistant  Commissioner 
for  Regulations. 

[P-R.  Doc.  64-11115;  Piled,  Oct.  30,  ’l964- 
8:47  am.] 


ATOMIC  ENERGY  COMMISSION 

[Docket  No.  50-163] 

GENERAL  DYNAMICS  CORP. 
Notice  of  Issuance  of  Facility  License 
Amendment 

Please  take  notice  that  the  Atomic 
Energy  Commission  has  issued,  effective 
as  of  the  date  of  Issuance,  Amendment 
No.  11,  set  forth  below,  to  Facility  Li¬ 
cense  No.  R-67,  as  amended.  The  li¬ 
cense,  as  amended,  authorizes  General 
Dynamics  Corporation  to  operate  its 
TRIQA  Mark  F  nuclear  reactor  locate 
at  Torrey  Pines  Mesa,  Calif.  The 
amendment  authorizes  General  Dynam¬ 
ics  Corporation  to  use  fuel  elements  con¬ 
taining  7  to  9  weight  percent  uranium 
enriched  to  20  percent  in  uranium-235 
as  described  in  the  licensee’s  applica¬ 
tion  for  license  amendment  dated  July  6, 
1964,  telegram  dated  August  5, 1964,  and 
supplemental  letter  dated  September  22, 
1964. 

The  Commission  has  found  that; 

(1)  The  application  for  amendment 
complies  with  the  requirements  of  the 
Atomic  Energy  Act  of  1954,  as  amended, 
and  the  Commission’s  r^ulations  set 
forth  in  Title  10,  Chapter  1,  CFB; 

(2)  The  issuance  of  this  amendment 
will  not  be  inimical  to  the  common  de¬ 
fense  and  security  or  the  health  and 
safety  of  the  public ; 

(3)  Prior  public  notice  of  proposed 
issuance  of  this  amendment  is  not  re¬ 
quired  since  the  amendment  does  not 
involve  significant  hazard  considerations 
different  from  those  previously  evalu¬ 
ated. 

Within  fifteen  days  from  the  date  of 
publication  of  this  notice  in  the  Pedeh^ 
Register,  the  licensee  may  file  a  request 
for  a  hearing,  and  any  person  whose 

interest  mi^  aflect^by^  proce^* 
tog  may  file  a  petition  for  leave  to  in* 
tervene.  Requests  for  a  hearing  and  pe- 


Saturday,  October  31,  1964 
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titioDS  to  intervene  shall  be  filed  In 
accordance  with  the  provisions  of  the 
Commission’s  “Rules  of  Practice”  (10 
CFB  Part  2).  If  a  request  for  a  hearing 
or  a  petition  for  leave  to  intervene  is 
filed  within  the  time  prescribed  in  this 
notice,  the  Commission  will  issue  a  no¬ 
tice  of  hearing  or  an  iq;)propriate  order. 

For  further  details  with  respect  to 
this  amendment,  see  (1)  the  licensee’s 
application  for  license  amendment 
dated  July  6.  1964,  a  telegram  dated 
August  5,  1964,  and  supplemental  letter 
dated  September  22,  1964,  and  (2)  the 
Hazards  Analysis  prepared  by  the  Test 
and  Power  Reactor  Safety  Branch  of  the 
Division  of  Reactor  Licensing,  all  of 
which  are  available  for  public  inspection 
at  the  Commission’s  Public  Document 
Room,  1717  H  Street  NW.,  Washington, 
D.C.  A  copy  of  item  (2)  above  may  be 
obtained  at  the  Commission’s  Public  Doc¬ 
ument  Room  or  upon  request  addressed 
to  the  Atomic  Energy  Commission,  Wash- 
in^n,  D.C.,  20545,  Attention:  Director, 
Division  of  Reactor  Licensing. 

Dated  at  Bethesda,  Md.,  this  22d  day 
of  October  1964. 

For  the  Atomic  Energy  Commission. 

Saul  L2vinc, 

Chief,  Test  and  Power  Reactor 
Safety  Branch,  Division  of 
Reactor  Licensing. 

[License  No.  R-67;  Arndt.  11] 

License  No.  B^7,  as  amended,  issued  to 
(leneral  Dynamics  Corp.  is  hereby  amended 
in  the  following  respects: 

1.  Delete  from  section  4.1  on  page  13  of 
Enclosxire  2  of  the  appMcatlon  dated  March 
1,  1960,  the  words  “containing  8  wt-percent 
uranium  enriched  to  20  percent  in  U®*.”; 

2.  Insert  new  wording  to  replace  the  word¬ 
ing  deleted  as  above  as  follows:  “The  fuel 
sUoy  will  contain  uranium  enriched  to  20 
percent  in  U-235,  within  the  range  of  7  to  9 
weight  percent.  The  average  uranium  con¬ 
tent  of  the  fuel  alloy  will  not  exceed  8.5 
percent  by  weight."; 

as  described  in  the  iq>plication  for  license 
amendment  dated  July  6.  1964,  telegram 
dated  August  6,  1964,  and  supplemental 
letter  dated  September  22,  1964. 

This  amendment  is  effective  as  of  the  date 
of  Issuance. 

Date  of  issuance:  October  22, 1964. 

Por  the  Atomic  Energy  Commission. 

Saul  Lsvim, 

Chief,  Test  and  Power  Reactor 
Safety  Branch,  Division  of  Re¬ 
actor  Licensing. 

1P.R.  Doc.  64-11099;  PUed,  Oct.  30,  1964; 
8:45  am.] 


BUREAU  OF  THE  BUDGET 

report  on  the  utilization  of 

ADVISORY  COMMITTEES 
Notice  of  Availability 

October  27,  1964. 

In  compliance  with  the  provisions  of 
Executive  Order  No.  11007,  dated  Feb- 
26, 1962,  the  Bureau  of  the  Budget 
nw  prepared  a  report  containing  a  list 
or  all  advisory  committees  utilized  by 


the  Bureau  during  the  fiscal  year  1064, 
including  the  names  and  affiliations  of 
th^  members,  a  description  (rf  the  func- 
ticm  of  each  committee,  and  a  statement 
of  the  dates  of  its  meetings. 

This  report  is  available  at  the  Office  of 
the  Administrative  Assistant  to  the  Ifi- 
rector.  Bureau  of  the  Budget,  Executive 
Office  Building,  Washington,  D.C. 

William  D.  Carey, 
Executive  Assistant  Director. 

[F.R.  Doc.  64-11098;  Filed,  Oct.  30,  1964; 

8:45  am.] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  15567;  Order  S-2 1449] 

COLUMBIA  AND  JEFFERSON  CITY, 
MO.,  AREA  AIRLINE  SERVICE  AIR¬ 
PORT 

Order  Instituting  Investigation 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.C.,  on  the 
27th  day  of  (^tober  1964. 

The  City  of  Columbia,  Missouri  has 
filed  an  api^cation  seeking  ammidment 
of  Ozark  Air  Lines,  Inc.’s  certificate  of 
public  convenioice  and  necessity  so  as  to 
designate  Columbia  and  Jefferson  City, 
which  are  now  designated  as  separate 
points  on  segments  5  and  6  of  Route  107, 
as  a  single,  hyphenated  point.  Columbia 
has  also  filed  a  motion  for  prompt  action 
on  its  application. 

Columbia’s  application  states  that  the 
city  proposes  to  construct  a  new  airport 
midway  between  the  two  airports  which 
are  29  air  miles  apart  and  which  are 
presently  used  by  Ozark  to  serve  Colum¬ 
bia  and  Jefferson  City.  The  present  air¬ 
port  at  Columbia  must  soon  be  replaced 
because  of  inadequate  runway  length, 
lack  of  adequate  clear  zones  and  other 
safety  factors.  Columbia  is  faced  with 
the  problem  of  seeking  a  new  airport  site 
and  must  decide  whether  it  should  select 
a  site  to  serve  the  combined  area  includ¬ 
ing  Jefferson  City  or  one  which  would 
fulfill  Columbia’s  needs  alone. 

Columbia  contends  that  Ozark  is  re¬ 
equipping  its  fleet  with  larger,  more 
modem  aircraft  and  that  a  single  air¬ 
port  to  serve  the  two  cities  may  prove 
more  economical  since  Columbia  and 
Jefferson  CiJity  are  served  exclusively  by 
Ozark  on  the  same  flights. 

Columbia  has  requested  prompt  action 
on  its  application  since  it  has  been  ad¬ 
vised  by  the  FAA  that  Federal  Airport 
Aid  Funds  will  not  be  approved  for  a 
midway  site  to  serve  both  cities  unless 
the  Board  designates  Columbia  and  Jef¬ 
ferson  City  as  a  h3rphenated  point.  Co¬ 
lumbia  states  it  has  been  authorized  by 
a  two-thirds  majority  vote  of  its  electors 
to  issue  general  obligation  bonds  of  the 
city  in, the  amount  of  $1,895,000  which 
together  with  requested  F^eral  Airport 
Aid  Funds  will  be  used  for  land  acquisi¬ 
tion  and  airport  construction. 

Ozark  has  filed  an  answer  in  support 
of  Columbia’s  motion.  An  answer  in 
opposition  to  the  motion  has  been  filed 
by  the  Columbia  Close-In  Airport  Comr 
mittee,  a  voluntary  organization  which 


allegedly  represents  a  number  of  local 
citizens. 

In  its  answer  Ozark  states  that  it  con¬ 
curs  in  the  request  for  a  prompt  hearing 
because  its  own  equiimient  plans  and 
future  scheduling  plans  are  contingent 
upon  antictoated  airport  development. 
Ozark  further  points  out  that  the  pro¬ 
posed  midway  site  will  offer  the  carrier 
an  opportunity  to  upgrade  the  service 
of  Ozark  as  to  quality  and  quantity  of 
flights  while  simultaneously  decreasing 
the  costs  of  this  operation  to  the  federal 
government. 

The  Board  has  decided  to  set  down 
Columbia’s  application  for  prompt  hear¬ 
ing  in  keeping  with  our  announced  policy 
of  ^ving  hearing  priority  to  single  alr- 
p<nt  service  consolidations  which  provide 
opportunity  for  economies  without  sub¬ 
stantial  adverse  effect  upon  the  public 
convenience  and  which  can  be  processed 
with  reasonable  dispatch.^  Moreover, 
the  resolution  of  Columbia’s  airport 
problems  apparently  depends  upon 
whether  or  not  the  Board  should  find 
that  hypenatkm  of  Coliunbia-Jeffarson 
City  as  a  single  point  with  service 
through  a  single  airport  is  in  the  public 
interest.  As  noted  by  Ozark,  a  need 
exists  for  prompt  resolution  of  the  air¬ 
port  problem. 

For  the  foregoing  reasons  tb^  Board 
believes  that  a  prompt  hearing  on  Co¬ 
lumbia’s  application  is  in  order.  As  in 
prior  cases  involving  possible  consolida¬ 
tion  of  airline  service  at  a  single  area 
airport  we  shall  explore  such  matters  as 
airport  accessibility;  historic  traffic  ex¬ 
perience,  as  well  as  frequency  of  service 
and  direction  of  traffic  flow;  airport 
capabilities;  and  the  cost  to  all  cmi- 
cemed.  including  the  commuiflties,  the 
carrier,  and  the  general  public.* 

Accordingly,  it  is  ordered: 

1.  That  an  investigation,  to  be  known 
as  the  Columbia  and  Jefferson  City,  Mo. 
Area  Airline  Service  Airport  Investiga¬ 
tion,  Docket  15567,  be  and  it  hereby  is 
instituted  pursuant  to  sections  204  and 
401  of  the  Act,  to  determine  whether  the 
public  convenience  and  necessity  require 
the  alteration,  amendment,  or  modifica¬ 
tion  of  the  certificate  of  Ozark  Air  Lines, 
Inc.  in  such  a  manner  as  to  require  that 
Columbia  and  Jefferson  City,  Missouri,  be 
served  through  a  single  airport; 

2.  That  a  copy  of  this  order  be  served 
upon  Ozark  Air  lines,  Inc.  and  the  cities 
of  Columbia  and  Jefferson  City,  Missouri, 
who  are  made  parties  to  this  proceeding; 

3.  That  a  copy  of  this  order  be  served 
upon  the  Missouri  Division  of  Commerce 
and  Industrial  Development  and  the 
Columbia  Close-In  Airport  Committee; 

4.  That  the  proceeding  ordered  herein 
be  promptly  assigned  for  hearing  before 
an  Examiner  of  the  Board  at  a  time 
and  place  hereafter  to  be  designated; 
and 


^CAB  Press  Release  64-31,  March  20.  1964. 

*  North  Central  Area  Airline  Service  Air¬ 
port  Investigation,  Docket  13743,  Order  E- 
18533,  dated  June  29,  1962.  See  also  Eastern 
North  Carolina  Area  Airline  Service  Airport 
Investigation,  Docket  13728,  Order  E-18727, 
dated  August  21,  1962;  North  Central  Air¬ 
lines,  Inc.  (Michigan  Points).  Docket  14288, 
Order  E-19202,  dated  January  17,  1963. 
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NOTICES 


5.  That  this  order  be  published  in  the 
Fbdekal  Rboxstke. 

By  the  Civil  Aeronautics  Board. 

[SKAL]  HASOLD  R.  SAHOnSON, 

Secretary. 

[FJl.  Doo.  64-11138;  Filed,  Oct.  80.  1064; 
8:40  ajn.] 


MOHAWK  AIR  LINES,  INC. 

Service  to  Poughkeepsie,  N.Y.; 
Notice  of  Prehearing  Conference 

Notice  is  hereby  given  that  a  prehear¬ 
ing  conference  in  the  above-entitled 
matter  is  assigned  to  be  h^d  on  Novem- 
b^  19, 1964,  at  10:00  am.,  ea.t.,  in  Room 
607,  Universal  Building.  Connecticut  and 
Florida  Avenues  NW.,  Washington.  D.C., 
before  Examiner  Barron  Fredricks.  . 

Dated  at  Washington.  D.C.,  October  28, 
1964. 

f  seal]  Francis  W.  Brown, 

Chief  Examiner. 

[FJl.  Doc.  64-11130;  FUed,  Oct.  30,  1964; 
8:40  am.] 


CML  SERVICE  COMMISSION 

LIST  OF  OFFICERS  EXCLUDED  FROM 
COVERAGE 


Interested  parties  may  inspect  and  ob¬ 
tain  a  copy  of  the  agreementCs)  at  the 
Washingtcm  office  of  the  Feda*al  Mari¬ 
time  Commission.  1321  H  Street  NW., 
Room  301;  or  may  inspect  agreements 
at  the  offices  of  the  District  Managers. 
New  York,  N.T.,  New  Orleans.  La.,  and 
San  Francisco,  Calif.  Comments  with 
reference  to  an  agreement  including  a 
request  for  hearing,  if  desired,  may  be 
submitted  to  the  Secretary,  Federal 
Maritime  Commission,  Washin^n,  D.C., 
20573,  within  10  days  after  publication 
of  this  notice  in  the  Federal  Registu. 
A  copy  of  any  such  statement  should  also 
be  forwarded  to  the  party  filing  the 
agreemmt  (as  indicated  hereinafter), 
and  the  ocxnments  should  indicate  that 
this  has  been  done. 

Notice  of  Agreement  filed  for  approval 
by: 

Elmer  C.  Maddy,  Esq. 

Klrlin,  Campbell  &  Keating 
One  Twenty  Broadway 
New  York.  N.T.,  10006 

Agreement  No.  9392  between  United 
States  lines  Company  and  Manz  Line 
Joint  service  (operating  under  Agree¬ 
ment  No.  7814) ,  provides  for  the  institu¬ 
tion  of  a  Joint  cargo  service  in  the  trade 
fr(Nn  Australia  (including  Tasmania)  to 
ports  on  the  East  and  Gulf  Coasts  of  the 
United  States. 

Dated:  October  27. 1964. 


Notice  of  Amendment  of  Exclusions 
From  Annual  and  Sick  Leave  Act  of 
1951,  as  Amended 

The  list  of  officers  excluded  from  cov¬ 
erage  under  the  Annual  and  Sick  Leave 
Act  of  1951,  as  amended,  under  author¬ 
ity  ot  section  202(c)  (1)  (C)  of  that  Act  is 
amended  by  adding  the  position  of  UB. 
Commissioner,  New  York  World’s  Fair, 
to  the  exclusions  under  the  Department 
of  C(»nmerce.  Effective  October  20. 1964, 
the  list  is  amended  as  set  forth  below: 

Department  of  Commerce 

1.  UB.  Ccxnmissioner,  New  York 
World’s  Fair. 

United  States  Civil  Serv¬ 
ice  Commission, 

)  [seal]  David  F.  Williams. 

Director, 

Bureau  of  Management  Services. 

[FH.  Doc.  64-11126;  Filed,  Oct.  30.  1964; 
8:40  am.] 


FEDERAL  MARITIME  COMMISSION 

UNITED  STATES  LINES  CO.,  AND 
MANZ  LINES  JOINT  SERVICE 

Notice  of  Agreements  Filed  for 
Approval  ^ 

Notice  is  hereby  given  that  the  follow¬ 
ing  Agreements  have  been  filed  with  the 
C(Hnmission  for  approval  pursuant  to 
section  15  of  the  Shipping  Act.  1916,  as 
amended  (39  Stat.  733,  75  Stat.  763,  46 
U.S.C.  814). 


By  order  of  the  Federal  Maritime  Com¬ 
ission. 

Thomas  Lisi, 
Secretary. 

rR.  Doc.  64-11107;  Filed,  Oct.  SO.  1964; 
8:46  a.m.] 


INTERAGENCY  TEXTILE 
ADMINISTRATIVE  COMMIUEE 

COTTON  TEXTILE  PRODUaS  PRO¬ 
DUCED  OR  MANUFACTURED  IN 
BRAZIL 

Prohibition  of  Entry  or  Withdrawal 
From  Warehouse 

October  27, 1964. 

On  October  27, 1964,  the  United  States 
Government,  in  furtherance  of  the  ob¬ 
jectives  of,  and  under  the  terms  of,  the 
Long  Term  Arrai^ement  Regarding  In¬ 
ternational  Trade  in  Cotton  Textiles 
done  at  Geneva  on  February  9, 1962,  in¬ 
cluding  Article  6  relating  to  non-partici¬ 
pants.  informed  the  Government  pf 
Brazil  that  pending  the  conclusion  of 
discussions  on  Brazil’s  exports  of  cotton 
textiles  to  the  United  States,  it  was  re- 
nevdng  for  an  additional  twelve  month 
period  beginning  October  28,  1964,  and 
extending  through  October  27,  1965,  the 
restraint  on  imports  to  the  United  States 
of  cotton  textiles  in  Category  9.  pro¬ 
duced  or  manufactured  in  Brazil. 

There  is  published  below  a  letter  of 
October  23,  1964,  from  the  Chairman, 
President’s  Cabinet  Textile  Advisory 


COTunittee,  to  the  Commissioner  of  Cus¬ 
toms,  prohibiting,  effective  October  28, 
1964,  for  the  twelve  month  period  extend¬ 
ing  through, October  27,  1965,  the  entry 
or  withdrawal  from  warehouse  for  con¬ 
sumption  in  the  United  States  of  cotton 
textile  products  in  Category  9  produced 
or  msuiufactured  in  Brazil,  in  excess  of 
525,000  square  yards. 

James  S.  Love,  Jr., 
Chairman,  Interagency  Textile 
Administrative  Committee, 
and  Deputy  to  the  Secretary 
of  Commerce  for  Textile 
Programs. 

Tm  Sbcxctast  op  Commekce 
president’s  cabinet  TEET1I.E  ADVISORY 

COMMITTEE 

^  Washington  25,  D.C. 
f  October  23, 1964. 

Commissioner  or  Customs, 

Department  op  the  ’TReasitry, 

Washington,  D.C. 

Dear  Mr.  Commissioner:  Under  the  terms 
of  the  Long  Term  Arrangement  Regarding 
International  Trade  In  Cotton  Textiles  done 
at  Geneva  on  February  9,  1962,  including 
Article  6  relating  to  non-participants,  and 
in  accordance  with  the  procedures  outlined 
in  Executive  Order  11052  of  September  28, 
1962,  you  are  directed  to  prohibit,  effective 
October  28,  1964,  and  for  the  twelve  month 
period  extending  through  October  27,  1965, 
entry  into  the  United  States  for  consump¬ 
tion,  and  withdrawal  from  warehouse  for 
consumption,  of  cotton  textile  products  in 
Category  9,  {uuduced  or  manufactured  In 
Brazil  in  excess  of  the  following  level  of 
restraint: 

12-month  level  ' 

Category:  of  restraint 

9 -  525,000  sq.  yds. 

Entries  of  cotton  textile  products  in  Category 
9.  produced  or  manufactured  in  Brazil,  which 
have  been  expcnted  to  the  United  States  from 
Brazil,  prior  to  October  28,  1964,  shall  be 
subject  to  this  directive  since  the  level  for 
the  period  October  28,  1963,  through  October 
27.  1964,  has  been  exhausted  by  previous 
entries. 

A  detailed  description  of  Category  9  in 
terms  of  TB.UJBA.  numbers  was  published 
in  the  Federal  Reoistzr  on  October  1,  1963 
(28  PJt.  10551). 

In  carr3rlng  out  the  above  directions,  entry 
into  the  United  States  for  consumption  shall 
be  construed  to  include  entry  for  consump¬ 
tion  into  the  Commonwealth  of  Puerto  Rico. 

The  actions  taken  with  respect  to  the 
Government  of  Brazil  'and  with  respect  to . 
imports  of  cotton  textile  products  from  Brazil 
have  been  determined  by  the  President’s 
Cabinet  Textile  Advisory  Committee  to  in¬ 
volve  foreign  affairs  functions  of  the  United 
States.  Therefore,  the  directions  to  the  Com¬ 
missioner  of  Customs,  being  necessary  to  the 
implementation  of  such  actions,  fall  within 
the  fmeign  affairs  exception  to  the  notice 
IHOvlsions  of  Section  4  of  the  Administrative 
Procedure  Act.  This  letter  will  be  published 
in  the  FkDERAL  Register. 

Sincerely  yours, 

C.  D.  Martin,  Jr., 

Acting  Secretary  of  Commerce,  and 
Acting  Chairman,  President’s  Cab¬ 
inet  Textile'  Advisory  Committee. 

[FJl.  Doc.  64-11118;  FUed,  Oct.  30,  1964: 

8:48  ajn.] 


Saturday,  October  31,  1964 


FEDERAL  REGISTER 


14865 


SEGURITIES  AND  EXCHANGE 
COMMISSION 

(File  No.  812-1679] 

STERLING  PRECISION  CORP.,  AND 
DESIGNATRONICS,  INC. 

Notice  of  Filing  of  Application  for  Or 
der  Exempting  Proposed  Transac 
tions 

'  October  27, 1964. 
Notice  is  hereby  given  that  Sterling 
Precision  Corporation  (“Sterling”)  103 
Park  Avenue,  New  York,  N.Y.,  a  company 
controlled  by  The  Equity  Corporation 
(“Equity”) ,  a  registered  dosed-end,  non- 
dhrersified  investment  company  and 
Designatronics,  Inc.  (“Designatronics”) 

76  East  2d  Street,  Mineola,  Long  Island, 
N.Y.,  a  company  con^lled  by  Sterling, 
have  filed  a  joint  application  pursuant 
to  section  17(b)  of  the  Investment  Com¬ 
pany  Act  of  1940  (“Act”)  for  an  order 
exempting  from  the  provisions  of  section 
17(a)  of  the  Act  the  proposed  purchase 
by  Designatronics  from  Sterling  of  (a) 
certain  real  property  for  the  sum  of 
$103,500  in  cash  and  (b)  115,937  shares 
of  4  percent  Cumulative  Preferred  Stock, 
$10.00  par  value,  of  Designatronics  for 
$150,000  in  cash  and  $775,000  principal 
amount  of  Designatronics  Series  1979 
Debenture  Bonds,  and  the  assignment  by 
Sterling  to  Designatronics  of  any  interest 
of  Sterling  in  certain  U.S.  patents  re¬ 
lated  to  assets  sold  to  Designatronics  by 
Sterling  in  1961.  All  interested  persons 
are  referred  to  the  application,  which  is 
on  file  with  the  Commission,  for  a  full 
statement  of  the  applicants*  representa¬ 
tions  which  are  summarized  below. 

Equity  owns  in  the  aggregate  approx¬ 
imately  11.8  percent  of  the  outstanding 
voting  securities  of  Sterling.  Upon  con¬ 
version  into  common  stock  of  all  de¬ 
bentures  and  preferred  stock  of  Sterling 
owned  by  Equity,  Equity  would  own 
approximately  29.75  percent  of  the  then 
outstanding  stock.  For  purposes  of  the 
ai8)licati(Hi  Sterling  is  deemed  to  be  con¬ 
trolled  by  Equity.  Sterling  is  in  turn 
the  owner  of  approximately  30  percent  of 
the  outstanding  voting  securities  of 
Designatronics.  v 

Sterling  is  primarily  engaged  in  the 
manufacture  of  fire  trucks  and  related 
apparatus  and  its  stock  is  listed  on  the 
American  Stock  Exchange.  Designa¬ 
tronics  is  principally  engaged  in  the 
manufacture  and  sale  of  precision 
electro-mechanical  products  and  its 
stock  is  traded  over-the-counter.  At 
August  31, 1964,  Designatronics  had  out¬ 
standing  $185,125  principal  amount  of 
6  percent  Convertible  Debentures,  due 
December  1.  1975,  115,937  shares  of  Pre- 
«rred  Stock  (all  of  which  are  owned  by 
Sterling)  and  280,000  shares  of  Common 
Stock  (none  of  which  are  owned  by 
Sterling) .  The  shares  of  Preferred  Stock 
and  Common  Stock  of  Designatronics 
are  entitled  to  one  vote  each  on  idl 
matters. 

Sterling  proposes  to  sell  and  Designa- 
womcs  proposes  to  purchase  from 
sterling  all  of  the  Designatronics  Pre¬ 
ferred  in  return  for  the  pa3rment  to 
sterling  by  Designatronics  of  $150,000 


in  cash  and  the  issuance  to  Sterling  by 
Designatronics  of  $775,000  .principal 
amount  of  Series  1979  Debenture  Bonds 
of  Designatronics.  Such  deb^tures  ma¬ 
ture  in  semi-annual  installments  from 
October  1964  through  April  1979  and  bear 
interest  at  the  rate  of  4%  percent 
through  March  31, 1969,  and  at  the  rate 
of  6  percent  thereafter  until  maturity. 
Sterling  also  proposes  to  sell  and  Design¬ 
atronics  proposes  to  purchase  from 
Sterling  certain  real  property  located  at 
17  Matinecock  Avenue.  Port  Washington^ 
N.Y.,  for  the  sum  of  $103,500  in  cash. 

The  Designatronics  Preferred  was  ac¬ 
quired  by  Sterling  in  1961  in  connection 
with  the  sale  by  Sterling  to  Designatron¬ 
ics  of  assets  of  Sterling’s  instrument  di¬ 
vision.  In  connection  with  such  transac¬ 
tion,  Designatronics  also  leased  from 
Sterling  for  a  five-year  term  the  premises 
at  17  Matinecock  Avenue.  Port  Washing¬ 
ton,  New  York  at  an  annual  rental  of 
$18,750.  There  is  now  pending  in  New 
York  an  action  involving  claims  by 
Designatronics  against  Sterling  arising 
out  of  the  aforementioned  acquisition  in 
1961  by  Designatronics  of  assets .  of 
Sterling.  Another  action  is  pending  in 
the  same  court  involving  a  voting  agree¬ 
ment  entered  into  between  Sterling  and 
certain  stockholders  of  Designatronics. 
There  is  also  pending  in  that  court  an 
action  in  which  the  plaintiff,  Wilco 
Equipment  Corporation  (“Wilco”) ,  seeks 
specific  performance  of  an  alleged  con¬ 
tract  between  plaintiff  and  Designfitron- 
ics,  as  agent  for  Sterling,  for  the  sale  of 
the  above-mentioned  real  property  for 
$106,000  and  in  which  Designatronics  has 
asserted  certain  cross-claims  against 
Sterling. 

For  the  purpose  of  settling  such  liti¬ 
gation  and  various  claims  against  each 
other.  Sterling  and  Designatronics  have 
entered  into  a  settlement  agreement 
dated  February  ^7,  1964,  which  provides, 
in  substance,  for  the  exchange  of  gen-^ 
eral  releases,  cancellation  of  the  lease,' 
an  undertakhig  by  Designatronics  to  at¬ 
tempt  to  settle  the  suit  brought  by  Wilco, 
the  assignment  by  Sterling  to  Designa¬ 
tronics  of  any  interest  of  Sterling  in 
certain  U.S.  patents  related  to  the  assets 
sold  to  Designatronics.  the  purchase  of 
the  real  property  by  Designatronics  and 
the  purchase  and  cancellation  by  Desig¬ 
natronics  of  the  Designatronics  Pre¬ 
ferred  Stock. 

The  consideration  to  be  received^  by 
Sterling  upon  the  sale  of  the  Desi^ia- 
tronics  Preferred  Stock  ($925,000)  rep¬ 
resents  $234,000  less  than  the  liquidating 
claim  of  such  stock.  The  book  value 
of  the  stock,  however,  is  $909,368.  The 
basis  of  the  determination  by  the 
Boards  of  Directors  of  Sterling  and 
Designatronics  that  the  selling  price  of 
the  real  property  ($103,500)  is  the  fair 
value  thereof  is  that  such  price  is  re¬ 
lated  to  the  present  carrying  value  of 
the  property  on  the  books  of  Sterling 
($108,863)  and  is  approximately  the 
price  proposed  to  be  paid  for  the  prop¬ 
erty  by  Wilco.  an  independent  party. 
Sterling  and  Designatronics  also  idace 
a  value  of  approximately  $56,000  on  the 
cancellation  of  the  lease  tetween  Sterl¬ 
ing  and  Designatronics. 

SterUng  and  Designatronics  represent 
that  the  proposed  transactions  are  rea¬ 


sonable  and  fair,  that  they  are  the  re¬ 
sult  of  arm’s  length  negotiation  and 
that  they  will  not  adversely  affect  the  in¬ 
terest  of  any  seciirity  h^der  of  either 
Sterling  or  Designatronics. 

Section  17(a)  of  the  Act.  insofar  as 
here  pertinent,  inrohibits  an  afOliated 
person  of  a  registered  investment  com¬ 
pany,  or  an  affiliated  person  of  such  a 
person,  from  selling  to,  or  purchasing 
from,  such  registered  company  or  any 
company  controlled  by  such  c(»npany 
securities  or  prc^perty,  unless  the  Com¬ 
mission  upon  application  pursuant  to 
section  17  (b) ,  grants  an  exemption  from 
section  17(a)  upon  a  finding  that  the 
terms  of  the  proposed  transaction,  in¬ 
cluding  the  consideration  to  be  paid,  are 
reasonable  and  fair  and  do  not  involve 
overreaching  on  the  part  of  any  person 
concerned,  that  the  proposed  trans¬ 
action  is  consistent  with  the  policy  of 
each  registered  investment  compaziy 
concerned,  as  recited  in  its  registraticm 
statement  and  reports  filed  imder  the 
Act,  and  is  consistoit  with  the  general 
purposes  of  the  Act. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  No¬ 
vember  13,  1964,  at  5:30  p.m.,  submit  to 
the  Commission  in  writing  a  request  for 
a  hearing  on  the  matter  accompanied  by 
a  statement  as  to  the  nature  of  his  inter¬ 
est,  the  reason  for  such  request  and  the 
issues  of  fact  or  law  pressed  to  be  con¬ 
troverted,  or  he  may  request  that  he  be 
notified  if  the  Commission  shall  order 
a  hearing  thereon.  Any  such  communi¬ 
cation  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington,  D.C.,  20549.  A  copy  of  such 
request  shall  be  served  personally  or 
by  mail  (air  mail  if  the  person  being 
served  is  located  more  than  500  miles 
from  the  point  of  mailing)  upon  appli¬ 
cants  at  the  addresses  stated  above. 
Proof  of  such  service  (by  affidavit  or  in 
case  of  an  attomey-at-law  by  certificate) 
shall  be  filed  cont^poraneously  with  the 
request.  At  any  time  after  said  date, 
as  provided  by  Rule  9^  of  the  rules  and 
regulations  promulgated  under  the  Act, 
an  order  disposing  of  the  application 
herein  may  be  issued  by  the  Commission 
upon  the  basis  of  the  showing  contained 
in  said  application,  unless  an  order  for 
hearing  shall  be  iskied  upon  request  or 
upon  the  Commission’s  own  motion. 

For  the  Commission  (pursuant  to  dele¬ 
gated  authority) . 

[seal]  Orval  L.  DttBois, 

Secretary. 

[F.R.  Doc.  64-11101;  Filed,  Oct.  30,  1964; 

8:45  ajn.} 

INTERSTATE  COMMERCE 
COMMISSION 

(Notice  1070] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

October  28, 1964. 

Synopses  of  orders  entered  pursuant 
to  section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
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prescribed  thereunder  (49  CFR  Part  Ing  riidits  claimed  in  No.  MC  99476  Sub  as  specified;  heavy  machinery  and  parts 
179),  appear  below:  1,  under  the  *'grandfather”  clause  of  thereof  in  truckload  lots,  from  Chicago 

As  provided  in  the  Commisston’s  spe-  Section  206(a)(7)(B).  Interstate  Cam-  ni..  Milwaukee.  Wis.,  Indianapolis  and 
clal  rules  of  practice  any  Interested  per-  merce  Act  by  Harold  E.  Halsey  and  Wilma  Evansville.  Ind..  to  points  in  Oklahoma 
son  may  file  a  petition  seddng  reocm-  L.  Halsey,  a  partnership,  doing  business  and  between  points  in  Oklahoma  on  the 
sideration  of  the  following  numbered  as  Springdleld-Siouz  FMls  Bus  Line,  one  hand,  and,  on  the  other,  points  in 
proceedings  within  20  days  from  the  Sprinsfield.  S.  Dak.,  pursuant  to  proceed-  Arkansas  and  Kansas  and  those  in  Mis¬ 
date  of  publication  of  this  notice.  Pur-  ings  in  No.  MO-PC  65905,  corresponding  souri  and  Texas  as  specified;  building 
suant  to  section  17(8)  of  the  Interstate  to  the  grant  of  intrastate  authority  issued  material  in  truckload  lots,  between  Mal- 
Commerce  Act,  the  filing  of  such  a  petl-  by  the  Public  Service  Conunisslon  of  vern  and  Perla,  Ark.,  and  points  in  Ar- 
tion  will  postpone  the  effective  date  of  South  Dakota,  in  No.  521,  covering  the  kansas,  Oklahoma  and  Kansas  as  speci- 
the  order  in  that  proceeding  pending  transportation  of:  Passengers,  baggage,  fied;  livestock  in  truckload  lots,  between 
its  disposition.  The  matters  relied  upon  and  light  express,  between  l^ringfield  specified  points  in  Oklahoma  on  the  one 
by  petitioners  must  be  specified  in  their  and  Sioux  FstUs,  S.  Dak.,  over  specified  hand,  and,  on  the  other,  Kansas  (hty, 
petitions  with  particularity.  regular  routes,  serving  named  intermedi-  Kans.,  Elansas  City,  Mo.,  and  points  in 

No.  MC-PC  66950.  By  order  of  Oc-  ate  points,  and  conducting  charter  <«>-  Kansas  as  specified;  machinery,  ma- 
tober  21,  1964,  the  Transfer  Board  «)-  erations  between  the  points  authorized,  terials,  equipment,  and  supplies  used  in, 
proved  the  transfer  to  Stefan  P.  Ponek  solely  within  the  State  of  South  Dakota,  or  in  connection  with,  the  discovery,  de- 
and  Elizabeth  M.  Ponek,  a  partnership,  Elmer  E.  Oemar,  Springfield,  S.  Dak.,  ^  velopment,  production,  refining,  manu- 
doing  business  as  Ponek  Movers,  Bellows  attorney  l(or  applicants.  facture,  processing,  storage,  transmission. 

Palls,  Vt.,  of  the  operating  rights  in  no.  MC-PC  67059.  By  order  of  Octo-  and  distribution  of  natural  gas  and  pe- 
Certificates  Nos.  MC  81957  and  MC  81957  ber  21, 1964,  the  Transfer  Board  approved  troleum,  and  their  products  and  by- 
Sub  2.  issued  May  27,  1953  and  May  24,  the  transfer  to  Prank  Champer,  Malden,  products,  and  machinery,  materials, 
1950,  respectively,  to  Albert  D.  Bushey,  Mass.,  of  the  operating  rights  in  Permits  equipment,  and  supplies  used  in,  or  iri 
doing  business  as  Rugg’s  Express.  Bel-  nos.  MC  94548,  MC  94548  Sub  1,  and  MC  connection  with  the  construction,  opera- 
lows  Falls,  Vt.,  authorizing  the  trans-  94543  Sub  2,  issued  May  1,  1941,  May  tion,  repair,  servicing,  maintenance,  and 
portation,  over  irregiilar  routes,  of:  n,  1940,  and  August  31,  1949,  in  the  dismantling  of  pipelines,  including 
Household  goods,  as  defined  by  the  Com-  name  of  Peter  D’Ambrosio,  doing  busi-  stringing  and  picking  up  thereof  as  ex- 
mission,  between  Ke^e,  N.H.,  and  points  ness  as,  D’Ambrosio  Transportation  cepted,  between  points  in  Kansas,  Okla- 
in  Vermont,  Massachusetts.  Rhode  Is-  Company,  Revere,  Mass.,  authorizing  the  homa,  and  Texas,  and  between  points  in 
land,  Connecticut,  New  York,  and  New  transportation,  over  Irregular  routes,  of:  Arkansas,  on  the  one  hand,  and,  on  the 
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South  St.  Paul  and  Red  Wing,  Minn.; 
general  commodities,  excluding  house¬ 
hold  goods  and  commodities  in  bulk, 
from  South  St.  Paul.  St.  Paul,  bCnneapo-  ' 
11s,  Hastings,  Red  Wing,  Four  Comers. 
New  Brighton,  and  Hopkins,  Minn.,  to 
points  in  Wisconsin  specified  abore,  not 
including  the  incorporated  villages  of 
Plum  City  and  Maiden  Rock,  Wis.;  feed, 
between  Ellsworth,  Wis..  on  the  one  hand, 
and,  on  the  other.  South  St.  Paul,  St. 
Paul,  Minneapolis.  Hastings,  Red  Wing, 
Pour  Corners,  New  Brighton,  and  Hop¬ 
kins,  Minn.;  household  goods  and  emi¬ 
grant  movables,  between  South  St.  Paul. 
St.  Paul.  Minneapolis.  Hastings,  Red 
Wing,  Four  Comers,  New  Brighton,  and 
Hopkins,  Minn.,  on  the  one  hand,  and, 
on  the  other,  points  in  El  Paso,  Union, 
Salem,  Rock  Elm,  and  Maiden  Rock,  in 
Pierce  County,  Wis.;  threshing  machin¬ 
ery  and  farm  machinery,  from  Des 
Moines,  Iowa,  to  points  in  Ck>odhue 
County,  Minn.,  and  those  in  Pierce,  St. 
Croix,  Pepin,  Buffalo,  and  Dunn  Coun¬ 
ties,  Wis.;  and  household  goods,  emi¬ 
grant  movables,  and  general  commodi¬ 
ties,  excluding  commodities  in  bulk, 
between  points  in  Maiden  Rock,  Salem, 
Rock  Elm,  and  Union  in  Pierce  Coimty, 
Wis.,  and  those  in  Watervillc,  Pepin 
County,  Wis.,  on  the  one  hand,  and,  on 
the  other,  Minneapolis,  St.  Paul,  South 
St  Paul,  Newport,  R^  Wing,  and  Lake 
City,  Minn.  A.  R.  Fowler,  2288  Univer¬ 
sity  Avenue,  St.  Paul  14,  Minn.,  repre¬ 
sentative  for  applicants.  * 

No.  MC-FC  67274.  By  order  of  Oc¬ 
tober  21,  1964,  the  Transfer  Board  ap¬ 
proved  the  transfer  to  William  T.  Oeipe 
Moving  &  Storage  Co.,  Inc.,  1700  Aiken 
Street.  Baltimore,  Md..  of  the  operating 
rights  issued  bsL^the  Commission  Jime 
19, 1961,  under  Certificate  No.  MC  1813, 
to  William  T.  Geipe,  doing  business  as 
William  T.  Geipe  Moving  &  Storage  Com¬ 
pany,  Baltimore,  Md..  authorizing  the 
transportation,  over  irregular  routes,  of 
household  goods,  between  Baltimore, 
Md.,  and  points  within  6  miles  of  Bsilti- 
more,  on  the  one  hand,  and,  on  the  other, 
points  in  Delaware,  Maryland.  New 
Jersey,  New  York,  Pennsylvania,  Vir¬ 
ginia,  and  the  District  of  Columbia. 

[SEAL]  Harold  D.  McCoy, 

Secretary. 

JPil.  Doc.  64-11117;  PUed,  Oct.  30,  1964; 

8:48  a  Jn.] 


Bureau  of  Finance 

[Notice  No.  2] 

FINANCE  APPLICATIONS 

October  28, 1964. 

The  following  publications  are  gov¬ 
erned  by  the  Interstate  Commerce  Com- 
jnission’s  General  Requirements  govern¬ 
ing  notice  of  filing  of  applications  under 
^tions  5(2),  20a  except  (12),  20b  and 
^4  of  the  Interstate  Commerce  Act. 
The  Commission’s  order  of  May  20, 1964, 
providing  for  such  publication  of  notice. 


was  published  in  the  Federal  Register 
issue  of  July  31. 1964  (29  FM.  11126)  and 
became  effecUve  Octob^  1. 1964. 

All  hearings  and  prehearing  confer¬ 
ences,  if  any.  will  be  called  at  9:30  am.. 
U.S.  standard  time  (or  9:30  a.m..  local 
daylight  savings  time,  if  that  time  is  ob¬ 
served)  ,  unless  otherwise  specified. 

F.D.  No.  23339 — ^By  application  filed 
October  20.  1964.  Southern  Railway 
Company,  Post  Office  Box  1808,  Wash¬ 
ington,  D.C.,  20013,  seeks  authority 
imder  Section  20a  to  assume  obligation 
and  liability  in  respect  of  $2,730,000 
principal  amount  of  Southern  Railway 
Equipment  Trust  No.  2  of  1964  Certifi¬ 
cates.  Applicant  is  authorized  to  operate 
in  the  States  of  Virginia,  North  Caro¬ 
lina.  South  Carolina,  Georgia,  Florida. 
Alabama.  Mississippi,  Tennessee.  Ken¬ 
tucky,  Illinois,  and  Indiana.  Applicant’s 
attorney:  Seddon  G.  Boxley,  general  so¬ 
licitor,  Southern  Railway  Company, 
Post  Office  Box  1808,  Washington,  D.C., 
20013.  Protests  must  be  filed  no  later 
than  15  days  from  date  of  publication 
in  the  Federal  Register. 

FD.  No.  23340— By  application  filed 
October  20,  1964,  Central  Freight  Lines. 
Inc..  303  South  12th  Street,  Waco, 
Tex.,  seeks  authority  under  section  214 
of  the  Act  to  issue  a  long  term  note  in  a 
total  amount  not  to  exceed  $263,000, 
bearing  interest  at  the  rate  of  5V^  per- 
ceilt  per  annum.  Applicant  is  author¬ 
ized  to  operate  within  the  State  of  Texas. 
Applicant’s  attorneys:  W.  W.  Callan,  Jr., 
vice  president.  Central  Freight  Lines, 
Inc.,  Post  Office  Box  238,  Waco,  Tex.  and 
Roland  Rice,  Rice,  Carpenter  and  Carra- 
way.  Suite  618  Perpetual  Building,  1111 
E  Street  NW.,  Washington,  D.C..  20004. 
Protests  must  be  filed  no  later  than  15 
days  from  date  of  publication  in  the 
Federal  Register. 

F.D.  No.  23341 — ^By  application  filed 
October  20,  1964,  Central  Freight  Lines, 
Inc.,  303  South  12th  Street,  Waco.  Tex., 
seeks  authority  imder  section  214  of  the 
Act  to  issue  a  long  term  note  in  a  total 
amoimt  not  exceeding  $775,000,  bearing 
interest  at  the  rate  of  5.32258  percent  per 
annum.  Applicant  is  authorized  to  oper¬ 
ate  within  the  State  of  Tex^.  Ap¬ 
plicant’s  attorneys:  W.  W.  Callan.  Jr., 
vice  president.  Central  Freight  Lines. 
Inc.,  Post  Office  Box  238,  Waco,  Tex.  and 
Roland  Rice,  Rice,  Caipenter  and  Carra- 
way.  Suite  618  Perpetual  Building,  1111 
E  Street  NW.,  Washington.  D.C.,  20004. 
Protests  must  be  filed  no  later  than  15 
days  from  date  of  publication  in  the 
Federal  Register. 

F.D.  No.  23346 — ^By  application  filed 
October  16,  1964,  St.  Louis  Southwestern 
Railway  Company  and  St.  Louis  South¬ 
western  Railway  Company  of  Texas, 
seeks  approval  under  section  5(2)  of  the 
Act  (1)  of  a  proposed  agreement  with 
Southern  Pacific  Company  by  which  ap¬ 
plicants  would  acquire  the  right  to  use 
Southern  Pacific  Company’s  lines  for 
through  operation  of  main-line  trains 
between  Plano  and  Dallas,  Tex.,  includ¬ 


ing  the  terminal  incidental  thereto 
known  as  Miller  Yard,  as  well  as  tracks 
owned  by  Missouri-Kansas-Texas  Rail¬ 
road  Company  over  which  Southern 
Pacific  Company  has  trackage  rights  and 
the  right  to  admit  applicants  as  its 
tenant,  and  (2)  approval  of  operation  of 
main-line  trains  by  St.  Louis  Southwest¬ 
ern  Railway  Company  over  283  feet  (rf  a 
connecting  track  built  and  maintained  at 
its  expense,  but  owned  by  and  situated 
on  property  of  Missouri-Kansas-Texas 
Raikoad  Company.  (St.  Louis  South¬ 
western  Railway  Company  presently  uses 
Miller  Yard  for  switching  purposes  only, 
under  a  joint  switching  agreement  with 
Southern  Pacific  Company,  and  also  uses 
the  connecting  track  of  Missouri- 
Kansas-Texas  Railroad  Company  for 
switching  purposes  only  under  a  con¬ 
tract  dated  May  1,  1963,  which,  by  its 
terms,  allows  use  by  main-line  trains 
also.)  Applicant’s  attorney:  Clyde  W. 
Fiddes,  general  counsel,  St.  Louis  South¬ 
western  Railway  Company,  1517  West 
Front  Street,  'Tyler,  Tex.  Protests  must 
be  filed  no  later  than  15  days  from  date 
of  publication  in  the  Federal  Register. 

F.D.  No.  23353 — By  application  filed 
October  20,  1964  Harris  County  Houston 
Ship  Channel  Navigation  District,  seeks 
authority  to  purchase  all  the  capital 
stock  of  Northside  Belt  Railway  Com¬ 
pany,  being  1,000  shares  of  ccmimon 
stock,  par  value  of  $100  per  share,  for  a 
cash  consideration  of  $350,000.  Appli¬ 
cant’s  attorneys:  J.  L.  Lockett,  Jr.,  Navi¬ 
gation  District  Counsel,  Post  Office  Box 
2562,  Houston,  Tex.,  77001  and  Tom  M. 
Davis,  Special  Counsel  for  Navigation 
District,  1600  Esperson  Building,  Hous¬ 
ton,  Tex.,  77002.  Protests  must  be  filed 
no  later  than  15  days  from  date  of  pub¬ 
lication  in  the  Federal  Register. 

F.D.  No.  23354 — By  application  filed 
October  26,  1964,  Jones  Motor  Co.,  Inc., 
Spring  City,  Pa.,  seeks  authority  to  issue 
25,942  shares  of  common  stock  with  par 
value  of  $2.00  per  share  as  a  5  percent 
dividend  on  the  outstanding  common 
stock  of  the  company  to  stockholders  of 
record,  November  30,  1964.  Applicant 
operates  in  the  States  of  Pennsylvania, 
New  York,  New  Jersey,  Connecticut,  West 
Virginia,  Virginia,  North  Carolina,  Ten¬ 
nessee,  Rhode  Island,  Massachusetts, 
Maryland,  Ohio,  Michigan,  Indiana,  Illi¬ 
nois,  and  in  the  District  of  Columbia. 
Applicant’s  attorneys:  Harry  A.  Hershey, 
senior  vice  president,  Jones  Motor  Co., 
Inc.,  Spring  City,  Pa.  and  Roland  Rice, 
Rice,  Carpemter  and  Carraway,  Suite 
618  Perpetual  Building,  1111  E  Street 
NW.,  Washington,  D.C.,  20004.  Protests 
must  be  filed  no  later  than  15  days  from 
date  of  publication  in  the  Federal 
Register. 

By  the  Commission. 

[seal]  Harold  D.  McCoy, 

Secretary. 

[Fit.  Doc.  64-11156;  Piled,  Oct.  30,  1964; 

8:50  ajn.] 
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CUMULATIVE  CODIFICATION  GUIDE— OaOBER 

Tli«  following  numorical  guide  is  a  list  of  tho  ports  of  ooch  tMo  of  tho  Cod#  of 
Fodorol  Rogulotions  offoctod  by  documents  published  to  dote  during  October. 

7  CFR — Continued  10  CFR 

1064 - 13943  20 _ _ 

1106 - ^ _ 13944  30 _ 

1421 _  13944. 14102, 14486, 14661. 14781  40 _  __ 

1427 -  13567  50 _ 

1486 - 13639  70 _ 

Pkopossd  Rules:  Prcvosbd' Rules: 


1  CR 

CFR  Checklist _ 13517 

3  CFR 

Proclamation:' 

3619  _  13593 

3620  _ 13627 

3621  _ 13795 

3622  _ 14061 

3623  _ 14469 

3624_>- _  14471 

3625 _  14473 

Executive  Orders: 

10530  (amended  by  EO 11184) .  14155 
11150  (revoked  by  EO  11182).  13629 

13557 


14668 


14753 

13535 


14123, 14596 


1 - 13568-13570. 

13798,  13869,  13927,  14221,  14435 
14561. 

204 -  13604. 14436 

217 - 13604 

545 - 14717 

Proposed  Rules: 

6 - 14177 

206 - 14079 

335 -  14126 

-  545 -  13834, 14411, 14412 


14234, 14596 

_  14669 

_  14857 

_  14078 

_  14367 

_  14077 

_  14077 

_  14121 

_  14121 

_  14077 

_  14763 

14408, 14543 

_ _  14441 

_  14855 


11181 


13629 


11182. 


13633 


11183 


14155 

14399 

14617 

14659 


11184. 

11185. 

11186 


11187 


14351 


14668 


_ 13517, 

13595,  13797,  13943,  14775,  14837 

_  14711 

_  14716 


_  13535 

_  13635 

_ _ 14544 

_  14544 

13772. 14233. 14669 
_  14121 

13772. 14233. 14669 

. . 14121 

_  14596 


13869 


14024 


14403, 14562 

.  14562 

_  14562 


. .  14351 

. 14837 

_  13797 

_  13559 

. . 14619 

_  14619 

.  14775 

_  14775, 14776 

_ _ 14776 

. 13886 

_ _ _  14215, 14216 

_  14099, 14661 

13595, 13635, 14099, 14157, 14486 

_  14100 

_  13559 

_  14217 


14596 


9a _  14562 

10 _  14562 

13  _  14562 

14  _  14562 

21  iNewl _  14563 

31  [New] _  14562 

39  [New] _  14404 

71  [New] _  13798, 

13799,  14102-14105.  14166-14168, 
14357,  14358,  14436,  14490,  14523, 
14524,  14576.  14620,  14621,  14785, 
14786. 

73  [New] _  13604.14053,14223 

75  [New] _ 14169, 

14223,  14358,  14436,  14621,  14622 

91  [New] _  13519,14404.14524,14562 

95  [New! _  14064,14842 

97  [New] _  13520,14054,14525.14534 

207 _ 14105 

234 _ 14717 

241 _  13528. 14105 

248 _  13799 

288 _ j. _  14490 

295 _  14025 

399 _  14025, 14719 

410 _  14576 

507 _  13604, 

14070,  iVlOe,  14169,  14405.  14437, 

14538,  14539,  14576,  14661. 
Proposed  Rxtles: 

40  — -  14367 

42 _ 14367 

71  [Newill _ 1361J- 

13611. 13828,  13829, 13904, 13905, 
13974, 13975, 14078, 14186-14189. 
14236, 14237, 14442, 14443. 14M7. 
14548,  14641,  14642,  14794-14797 


14596 


14121 


_  14121 

_  14029 

13774, 14031 


14029 


13774 

14234 


14596 


_  14717 

_  14431 

_  14432 

_  14432 

_  14220 

_  14432 

14432, 14523 

_  14220 

_  14433 

.  14433 


14163 


_  14778 

_  14620 

. 14780 

_ 13595,  14102 

_  13637 

_  13890 

-  13565 

13599-13601, 14353, 14354 


-  14489 

_  14053, 14356 

13944, 14489. 14784 


14839 


-  13797 

.  14219, 14780 

13601, 14024, 14355, 14561, 14840 

. 14431 

-  14402 

-  13602, 13603 

. 14355 

-  14523 

. 14840 

. 14219 

-  13603 

. .  14024 

.  13798 


14489 


14489 

14489 

14489 

14841 


14499 

14792 

14078 

14441 

14855 
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14  CFR — Continued 

Proposxd  Rules — Continued 

73  [New] _  13906, 

13907,  14124,  14189,  14190. 

75  [New] _  14444 

91  [New] _  13907, 

14034, 14079, 14368 

151  [New] _  13829 

241 _  14699 

2R8  _  _  13827 

21  CFR— Continued  '  ^ 

120  _  13771 

121  _ - _  13534, 

13572,  13573,  13802,  13894,  13895, 
14026,  14027,  14109,  14223,  14224, 
14403,  14438.  14439,  14624,  14625, 
14663, 14846. 

146 _  13895 

146a . . —  14624 

Proposed  Rules  : 

19 _  13973 

27 _  13535, 13536 

31  14126 

32  CFR— Continued 

803 _ 13803 

812 _  14786 

815 _  13951 

826 _  13805 

827a _  13965 

828  _ 13805 

829  _  13965 

830  _  13805 

831  _  13806 

507 _  13833, 

13908, 13976, 14036, 14124, 14125, 
14444. 

15  CFR 

370  _  13643, 14577 

371  _ - _  13643, 14577 

372  _ 13646 

373  _ _  13647, 14577 

376  _  13649 

377  _  14577 

379  _ - _  13650, 14577 

380  _  13651, 14578 

381  _ _ _  13651 

384  _  13651 

385  _  13652 

399 _  14578 

16  CFR 

13. _ 13571, 

13572,  13655,  13799,  13800,  13892, 

14026,  14070,  14071,  14170,  14437, 

14491,  14492,  14622,  14623,  14661, 

14662,  14719. 

67__  __  _  _  _  1394.5 

832 _  13807 

842 _  13807 

845  _  _  __  13869 

45 _  14367 

121  14367,  14641 

846 _  13871 

8.50  _  _  '  13872 

146 _  14032,  14380 

1461  14360 

851 _  14787 

866  _  __  14788 

148m _  14380 

146n  14360 

870 _  13873 

881  _  13873 

148p _  14380 

148r _  14380 

148u _  14039 

25  CFR 

43a _ 14359 

43b._ _ 14739 

52 _  14359 

141 . 14740 

26  CFR 

1 _ _ _  13896, 14628 

175  _  __  14361,14439 

886  _  13968 

905  _  13883 

906  _ - _  13883 

920 . 13885 

930 _  14786 

32A  CFR 

OEP(Ch.l): 

DMO  V-5 _  14594 

DMO  V-6  14595 

DMO  8550.1 _  _  14594 

DMO  8550.2 _  14595 

33  CFR 

67 _ 14634 

116 _  14439 

202  _  _  13970, 14741 

201 _ 14361 

250  _  14364 

251  _ 14364 

301  _  _  _  14646 

Proposed  Rules: 

21 _ 14413 

214 _  14036 

17  CFR 

210 . 14720 

Proposed  Rules: 

240 _  13777, 14857 

249 _ 14857 

18  CFR 

2 - 14106 

157 -  14722 

Proposed  Rules: 

12 _ 14643 

501  _  14746 

Proposed  Rules: 

1 _  13772, 

14177, 14181, 14226, 14229, 14232, 
14233, 14497, 14637,  14743. 

31 _  14637 

28  CFR 

0 -  13950 

16 -  14027 

29  CR 

511 _  13802 

>Proposed  Rules: 

416 -  14408 

610 _  13903 

612 _  13903 

614  _  _  13903 

203  1.3.518,13970 

206  _ 14493 

207  _ 13970 

36  CFR 

7 _ 14539 

311 _  14364 

38  CFR 

3 _ 14171 

6  _  _  _  _  _  _  13573 

8 _  13573, 13810 

39  CFR 

17 _  _  14028, 14173 

22 _ 13811 

46 _  14028 

Proposed  Rules: 

22 _ _ 13822, 13903 

41  CFR 

1-2 _  14494 

Ch.  4 _  14264 

8-3 _  14365 

8-4 _  14365 

8-16 _  14365 

8-75 _  14365 

502  - 14747 

503  -  14748 

504  - 14749 

505  -  14750 

506  -  14751 

507  -  14752 

508  _ 14752 

19  CFR 

6  liiiino 

615 _ 13903 

30  CFR 

45 _  14364 

Proposed  Rules: 

14 -  13822 

31  CFR 

203 _  14224 

405 _ r- _  14786 

10.  ..  lAAOQ 

32  CFR 

1  _ 14815 

2  _ 14819 

3  _ 14819 

6  _ 14820 

7  _  14820 

8  _  14833 

9 — _ _ 14833 

10  139.51 

9-1 _  13574, 13811 

17 _  1A1>71 

9-6 _ 13813 

22 _  14403 

9-10 _  13574 

23 _ 

9-16 _  13605 

31. _  %AAM 

9-30 _  13575 

Proposed  Rules: 

1-  1AROO 

11-2 _ : _ 14853 

11-10 _ _ 14723 

3-  IdRQQ 

101-26 _  14724 

4. _  lAROO 

101-38 _ _  14724 

M  CFR 

501 -  IQRIA 

Proposed  Rules: 

50-203 . 14445 

43  CFR 

417 _  13605 

1820 -  14439 

12  _  14835 

13  . -- _ 14835 

21  CFR 

15 _ 14835 

30 _ 14835 

56 -  13802 

- 14623, 14845 

137 _ _ _  13803 

733  14.579 

2230 -  14075, 14494 

3210 _  _  14366 

Ch.  vn _ 13656 

3220 . .  .  13971 
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43  CFR— Comimied  ^ 

Public  Land  Ordbbs: 

2198  (modified  by  FLO  3480) .  14594 

2462*: _ 13814 

24ti.A,.,,., _ 13814 

8485-__ _ _ *•*—:*  13814 

3456.. _ 13814 

3457  _ 13815 

3458  _ _ 14109 

3459  _  14539 

3460  _ 14594 

3461  - 14636 

45  CFR 

106 _  13639 

114 _  13971 

531 _  14594 

641 -  14594 

543 -  14594 

610 -  14540 

630 _ _ 1 _  14540 

46  CFR 

43 _ _ 14635 

-  162 _ 1 _ 14742 

201 _  14475 

610 _ - _ 13971, 14486 

535 _ 14594 

47  CR 

0 _ 13815, 14405, 14406, 14663, 14666 

1 _ 13815, 13816, 14406, 14666 

17 _ 13815 

43 _ 13816, 14666 

73 _  13818, 

13896,  14110,  14117,  14171,  14636 

83 _ 13815 

Proposxd  Rules: 

2 _ 14191, 14671 

16 _  14409 

21 _ L  14191 

73  _ 14036, 14642 

74  _ 14191, 14671 

91 _ 14191 

97 _  13834 

49  CFR 

72  _ 13928 

73  _ - _ 13929, 13998, 14118 

78  _  14002 

79  _  14003, 14406, 14495 

131 _ 14853 

136 _  13606 

142 _  14053 

176 _ 14173 

188 _ 14053 

191 _  14495 

Proposed  Rules: 

95  _ 14754 

96  _ 14754 

97  _  14754 

170 _  13835, 14413 

187 _ 14644 

50  CFR 

10 -  14595 

12 -  13820, 14075 

82 _  13518, 

13577,  13641,  13642,  13900,  13901, 
13972,  14027,  14076,  14118-14120, 
14173-14176,  14225,  14496,  14541, 

14742, 14854.  _ 

12 _ 14742 

268 _  13607 

Proposed  Rules: 

256  _ 13902 

257  _ 14744 
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